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CONTROL OF BANK HOLDING COMPANIES 


WEDNESDAY, FEBRUARY 8, 1956 


Unrtep States SENATEs, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, purusant to call, in room 301, Senate Office 
Building, at 10 a. m., Senator J. Allen Frear, Jr., presiding. 

Present: Senators Robertson, Frear, Lehman, Morse, Capehart, 
Bush, and Beall. 

Also present: Senator Barkley. 

Senator Frear. The committee will come to order. 

At a meeting of the full committee recently, it was agreed that 
2 or 3 witnesses would be heard, and this morning’s agenda includes 
the name of Mr. John A. Sibley, chairman of the board of the Trust 
Company of Georgia Associates. Mr. Sibley, we are happy to have 
you with us. 

First, I would like to offer for the record the bill in its entiret; 
the nontax amendments adopted at a meeting last week of the Bank. 
ing and Currency Committee; together with the committee print of 
the tax amendments. 

(The bill and amendments follow: ) 


[S. 2577, 84th Corig., Ist sess.] 
{Omit the part struck through and insert the part printed in italic] 
A BILL To define bank holding companies, control their future expansion, and require divestment of their 
nonbanking interests 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘“‘Bank Holding 
Company Act of 1955’. 

DEFINITIONS 


Sec. 2. (a) ‘‘Bank holding company” means any company (1) which directly 
or indirectly owns, controls, or holds with power to vote, 25 per centum or more 
of the voting shares of each of two or more banks or of a company which is or 
becomes a bank holding company by virtue of this Act, or (2) which controls in 
any manner the election of a majority of the directors of each of two or more 
banks, or (3) for the benefit of whose shareholders or members 25 per centum or 
more of the voting shares of each of two or more banks or a bank holding company 
is held by trustees; and for the e rposes of this Act, any successor to any such 
company shall be deemed to be a bank holding company from the date as of which 
oe predecessor company became a bank holding company. Netwithstending 
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ere er more banks: Netwithstendinge the feregeine +> ne company shal be a 
berk holding company by vittte of its ownership ef control of shares meqttired 
by it in connection with its underweiting of seetrities and whieh are held only for 
seh peried ef time as wil permit the sale thereof upon @ reasonable basis; and 
+24 He eompany formed for the sele pt pese of participating in a proxy seleitation 
shel be a bank holding company by virtte of its contre! of voting rights of shares 

im the course of steh solicitation: Notwithstanding the foregoing (A) no 
bank shall be a bank ho'ding company by virtue of its ownership or control of shares 
in a fiduciary capacity, except where such shares are held for the benefit of the share- 
holders of such bank, (B) no company sha!l be a bank ho'ding company which is 
registered under the Investment Company Act of 1940, and was so registered prior to 
May 15, 1955 (or which is affiiiated with any such company in such manner as to 
constitute an affiiiated company within the meaning of such Act), unless such company 
{or such affiliated company), as the case may be, direct'y owns 25 per centum-or more 
of the voting shares of each of two or more banks, (C) no company shall be a bank 
holding company by virtue of its ownership or contro! of shares acquired by it in 
connection with tts underwriting of securities and which are held only for such period 
of time as will permit the sale thereof upon a reasonable basis, and (D) no company 
formed for the sole purpose of participating in a proxy so‘icitation sha!l be a bank 
holding company by virtue of its control of voting rights of shares acquired in the 
course of such so'icitation. 

(b) “Company” means any corporation, business trust, association, or similar 
organization, but shall not include (1) any corporation the majority of the shares 
of which are owned by the United States or by any State, or (2) any corporation 
or community chest, fund, or foundation, organized and operated exclusively for 
religious, charitable, or educational purposes, no part of the net earnings of which 
inures to the benefit of any private shareholder or individual, and no substantial 
part of the activities of which is carrying on propaganda, or otherwise attempting 
to influence legislation, or (3) any partnership. 

(c) “Bank’’ means any National banking association or any State bank, savings 
bank, or trust company, but shall not include any organization operating under 
section 25 (a) of the Federal Reserve Act, or any organization which does not do 
business within the United States. “State member bank” means any State bank 
which is a member of the Federal Reserve System. “District bank” means any 
State bank organized or operating under the Code of Law for the District of 
Columbia. 

(d) “Subsidiary”, with respect to a specified bank holding company, means 
(1) any company 25 per centum or more of whose voting shares (excluding shares 
owned by the United States or by any company wholly owned by the United 
States) is owned or controlled by such bank holding company; or (2), any company 
the election of a majority of whose directors is controlled in any manner by such 
bank holding company; or (3) any company 25 per centum or more of whose 
voting shares are held by trustees for the benefit of the shareholders and members 
of such bank holding company. 

(e) The term “successor” shall include any company which acquires directly 
or indirectly from a bank holding company shares of any bank, when and if the 
relationship between such company and the bank holding company is such that 
the transaction effects no substantial change in the control of the bank or 
beneficial ownership of such shares of such bank. The Board may, by regulation, 
further define the term “successor” to the extent necessary to prevent evasion of 
the purposes of this Act. 

(f) “Board” means the Board of Governors of the Federal Reserve System. 


ACQUISITION OF BANK SHARES OR ASSETS 


Seo. 3. (a) It shall be unlawful except with the prior approval of the Board 
(1) for any action to be taken which results in a company becoming a bank 
holding company under section 2 (a) of this Act; (2) for any bank holding com- 
pany to acquire direct or indirect ownership or control of any voting shares of 
any bank if, after such acquisition, such company will directly or indirectly own 
or control more than 5 per centum of the voting shares of such bank; (3) for any 
bank holding company or subsidiary thereof, other than a bank, to acquire all 
or substantially all of the assets of a bank; or (4) for any bank holding com- 
pany to merge or consolidate with any other bank holding company. Notwith- 
standing the foregoing this prohibition shall not apply to (A) shares acquired by 
a bank which is a bank holding company, (i) in good faith in a fiduciary capacity, 
except where such shares are held for the benefit of the shareholders of such 
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bank, or (ii) in the regular course of securing or collecting a debt previously 
contracted in good faith but any shares acquired after the date of enactment 
of this Act in securing or collecting any such previously contracted debt shall 
be disposed of within a period of two years from the date on which they were 
acquired; or (B) additional shares acquired by a bank holding company in a 
bank in which such bank holding company owned or controlled a majority of 
the voting shares prior to such acquisition. 

(b) Upon receiving from a company any application for approval under this 
section, the Board shall give notice to the Comptroller of the Currency, if the 
applicant company or any bank the voting shares or assets of which are sought 
to be acquired is a national banking association or a District bank, or to the ap- 
propriate supervisory authority of the interested State, if the applicant company 
or any bank the voting shares or assets of which are sought to be acquired is a 
State bank, and shall allow thirty days within which the views and recom- 
mendations of the Comptroller of the Currency or the State supervisory author- 
ity, as the case may be, may be submitted. If the Comptroller of the Currency 
or the State supervisory authority so notified by the Board disapproves the 
application in writing within said thirty days, the Board shall forthwith give 
written notice of that fact to the applicant. Within three days after giving 
such notice to the applicant, the Board shall notify in writing the applicant and 
the disapproving authority of the date for commencement of a hearing by it 
on such application. Any such hearing shall be commenced not less than ten nor 
more than thirty days after the Board has given written notice to the applicant 
of the action of the disapproving authority. The length of any such hearing 
shall be determined by the Board, but it shall afford all interested parties a 
reasonable opportunity to testify at such hearing. At the conclusion thereof, 
the Beard shall by order grant or deny the application on the basis of the record 
made at such hearing. 

(c) In determining whether or not to approve any acquisition or merger or 
consolidation under this section, the Board shall take into consideration the 
following factors: (1) the financial history and condition of the company or 
companies and the banks concerned; (2) their prospects; (3) the character of 
their management; (4) the convenience, needs, and welfare of the communities 
and the area concerned; and (5) whether or not the effect of such acquisition 
or merger or consolidation would be to expand the size or extent of the bank 
holding company system involved beyond limits consistent with adequate and 
sound banking, the public interest, and the preservation of competition in the 
field of banking. 

INTERESTS IN NONBANKING ORGANIZATIONS 


Sec. 4. (a) Except as otherwise provided in this Act, no bank holding com- 
pany shall— 

(1) after the date of enactment of this Act acquire direct or indirect 
ownership or control of any voting shares of any company which is not a 
bank, or 

(2) after two years from the date of enactment of this Act or from the 
date as of which it becomes a bank holding company, whichever is later, 
retain direct or indirect ownership or control of any voting shares of any 
company which is not a bank or engage in any business other than that of 
banking or of managing or controlling banks or of furnishing services to or 
performing services for any bank of which it owns or controls 25 per centum 
or more of the voting shares. 

The Board is authorized, upon application by a bank holding company, to 
extend the period referred to in paragraph (2) above from time to time as to 
such bank holding company for not more than one year at a time if, in its judg- 
ment, such an extension would not be detrimental to the public interest, but no 
such extensions shall extend beyond a date five years after the date of enactment 
of this Act or five years after the date as of which a company becomes a bank 
holding company, whichever is later. 

(b) After two years from the date of enactment of this Act, no certificate 
evidencing shares of any bank holding company shall bear any statement pur- 
porting to represent shares of any other company except a bank or a bank hold- 
ing company, nor shall the ownership, sale, or transfer of shares of any bank 
holding company be conditioned in any manner whatsoever upon the ownership, 
sale, or transfer of shares of any other company except a bank or a bank-holding 
company. 


t 
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(c) The prohibitions in this section shall not apply— 

(1) to shares owned or acquired by a bank holding company in any com- 
pany engaged solely in holding or operating properties used wholly or sub- 
stantially by any bank with respect to which it is a bank holding company 
in its operations or acquired for such future use or engaged solely in con- 
ducting a safe deposit business, or solely in the business of serving such 
holding company and banks with respect to which it is a bank holding com- 
pany in auditing, appraising, investment counseling, or in liquidating assets 
acquired from such bank holding company and such banks; 

(2) to shares acquired by a bank holding company which is a bank, or 
any of its banking subsidiaries, in satisfaction of a debt previously con- 
tracted in good faith, but such bank holding company or such subsidiaries 
shall dispose of such shares within a period of two years from the date 
on which they were acquired or from the date of enactment of this Act, 
whichever is later; 

(3) to shares acquired by a bank holding company from any of its sub- 
sidiaries which subsidiary has been requested to dispose of such shares by 
any Federal or State authority having statutory power to examine such 
subsidiary, but such bank holding company shall dispose of such shares 
within a period of two years from the date on which they were acquired 
or from the date of enactment of this Act, whichever is later ; 

(4) to shares which are held or acquired by a bank which is a bank hold- 
ing company, in a fiduciary capacity, or to shares which are of the kinds 
and amounts eligible for investment by National banking associations under 
the provisions of section 5136 of the Revised Statutes; 

(5) to the ownership by a bank holding company of shares of any com- 
pany which do not include more than 5 per centum of the outstanding voting 
securities of such company, and do not have a value greater than 5 per 
centum of the value of the total assets of the bank holding company ; 

(6) to shares of any company all the activities of which are of a financial, 
fiduciary, or insurance nature and which the Board after due notice and 
hearing, and on the basis of the record made at such hearing, by order has 
determined to be so closely related to the business of banking. or of managing 
or controlling banks as to be a proper incident thereto and as to make it 
unnecessary for the prohibitions of this section to apply in. order to carry 
out the purposes of this Act; or 

(7) to any bank holding company which is a labor, agricultural, or horti- 
cultural organization. 


ADMINISTRATION 


Sec. 5. (a) Within one hundred and eighty days after the date of enactment 
of this Act, or within one hundred and eighty days after becoming a bank hold- 
ing company, whichever is later, each bank holding company shall register with 
the Board on forms prescribed by the Board, which shall include such informa- 
tion with respect to the financial history and condition and the operations and 
management of such company and the banks which it controls, the relationships 
of such company with banks and other organizations, and related matters, as 
the Board may deem necessary or appropriate to carry out the purposes of this 
Act. The Board may, in its discretion, extend the time within which a bank 
holding company shall register and file the requisite information. 

(b) The Board is authorized to issue such regulations and orders as may be 
necessary to enable it to administer and carry out the purposes of this Act and 
prevent evasions thereof. 

(c) The Board from time to time may require reports under oath to keep 
it informed as to whether the provisions of this Act and such regulations and 
orders issued thereunder have been complied with; and the Board may make 
examinations of each bank holding company and each subsidiary thereof, the 
cost of which shall be assessed against, and paid by, such holding company. 
The Board shall, as far as possible, use the reports of examinations made by the 
Comptroller of the Currency, the Federal Deposit Insurance Corporation, or the 
appropriate State bank supervisory authority for the purposes of this section. 

(d) Before the expiration of two years following the date of enactment of 
this Act, and each year thereafter in the Board’s annual report to the Congress, 
the Board shall report to the Congress the results of the administration of this 
Act, stating what, if any, substantial difficulties have been encountered in carry- 
ing out the purposes of this Act, and any recommendations as to changes in the 
law which in the opinion of the Board would be desirable. 
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BORROWING BY BANK HOLDING COMPANY OR ITS SUBSIDIARIES 


Sec. 6. (a) From and after the date of enactment of this Act, it shall be 
unlawful for a bank— 

(1) to invest any of its funds in the capital stock, bonds, debentures, 
or other obligations of a bank holding company of which it is a subsidiary, 
or of any other subsidiary of such bank holding company ; 

(2) to accept the capital stock, bonds, debentures, or other obliga- 
tions of a bank holding company of which it is a subsidiary or any other 
subsidiary of such bank holding company, as collateral security for ad- 
vances made to any person or company: Provided, however. That any 
bank may accept such capital stock, bonds, debentures, or other obliga- 
tions as security for debts previously contracted, but such collateral shall 
not be held for a period of over two years ; 

(3) to purchase securities, other assets or obligations under repurchase 
agreement from a bank holding company of which it is a subsidiary or 
any other subsidiary of such bank holding company; and 

(4) to make any loan, discount or extension of credit to a bank holding 
company of which it is a subsidiary or to any other subsidiary of such 
bank holding company. 

Non-interest-bearing deposits to the credit of a bank shall not be deemed 
to be a loan or advance to the bank of deposit, nor shall the giving of imme- 
diate credit to a bank upon uncollected items received in the ordinary course 
of business be deemed to be a loan or advance to the depositing bank. 

(b) The provisions of this section shall not apply (1) to the capital stock, 
bonds, debentures, or other obligations of any company described in section 
4 (c) (1) of this Act, or (2) to any company whose subsidiary status has 
arisen out of a bona fide debt to the bank contracted prior to the date of the 
creation of such status, or (3) to any company whose subsidiary status exists 
by reason of the ownership or control of voting shares thereof by the bank 
as executor, administrator, trustee, receiver, agent, or depositary, or in any 
other fiduciary capacity, except where such shares are held for the benefit 
of all or a majority of the stockholders of such bank. 


BESERVATION OF RIGHTS TO STATES 


Sec. 7. The enactment by the Congress of the Bank Holding Company Act of 
1955 shall not be construed as preventing any State from exercising such 
powers and jurisdiction which it now has or may hereafter have with respect 
to banks, bank holding companies, and subsidiaries thereof, to the extent 
that the exercise of such powers and jurisdiction would result in restrictions 
on banks, bank holding companies, and subsidiaries thereof, which are not 
less onerous than the restrictions imposed by or under this Act. 


PEN ALTIES 


Sec. 8. Any company which willfully violates any provision of this Act, 
or any regulation or order issued by the Board pursuant thereto, shall upon 
conviction be fined not more than $1000 for each day during which the 
violation continues. Any individual who willfully participates in a viola- 
tion of any provision of this Act shall upon conviction be fined not more than 
$10,000 or imprisoned not more than one year, or both. Every officer, director, 
agent, and employee of a bank holding company shall be subject to the same 
penalties for false entries in any book, report, or statement of such bank 
holding company as are applicable to officers, directors, agents, and employees 
of member banks for false entries in any books, reports, or statements of 
member banks under section 1005 of title 18, United States Code. 


JUDICIAL REVIEW 


Sec. 9. Any party aggrieved by an order of the Board under this Act may 
obtain a review of such order in the United States Court of Appeals within 
any circuit. wherein such party has its principal place of business, or in the 
Court of Appeals in the District of Columbia, by filing in the court a peti- 
tion praying that the order of the Board be set aside. A copy of such petition 
shall be forthwith served upon the Board, and thereupon the Board shall 
certify and file in the court a transcript of the record made before the Board. 
Upon the filing of the transcript the court shall have jurisdiction to affirm, set 
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aside, or modify the order of the Board and to require the Board to take such 
action with regard to the matter under review as the court deems proper. The 
findings of the Board as to the facts, if supported by substantial evidence, 
shall be conclusive. 


AMENDMENTS TO INTERNAL REVENUE CODE OF 1954 


Sec. 10 (a) Subchapter O of chapter 1 of the Internal Revenue Code of 
1954 is amended by adding at the end thereof the following new part: 


“PART VIII—DISTRIBUTIONS PURSUANT TO BANK HOLDING 
COMPANY ACT OF 1955 


“Sec. 1101. Distributions pursuant to Bank Holding Company Act of 1955. 
“See. 1102. Special rules. 
“Sec. 1103. Definitions. 


“SEC. 1101. DISTRIBUTIONS PURSUANT TO BANK HOLDING COMPANY ACT OF 1955. 


“(a) DISTRIBUTIONS OF PROHIBITED PROPERTY.—If— 

“(1) a qualified bank holding corporation distributes (with respect to its 
stock) prohibited property to a shareholder, without the surrender by 
such shareholder of stock or securities in such corporation; and 

“(2) the Board has, before the distribution, certified that the distribu- 
tion of such property is necessary or appropriate to effectuate the first 
sentence of section 4 (a) of the Bank Holding Company Act of 1955, 

then no gain to the shareholder from the receipt of such property shall be recog- 
nized. This subsection shall not apply to any distribution by a corporation 
which has made any distribution pursuant to subsection (b). 

“(b) CoRPORATION CEASING To BE A BANK HoLpine ComMPpany.—If— 

“(1) a qualified bank holding corporation distributes (with respect to 
its stock) property to a shareholder, without the surrender by such share- 
holder of stock or securities in such corporation ; and 

“(2) the Board has, before the distribution, certified that (A) such prop- 
erty is of a kind which causes such corporation to be a bank holding com- 
pany, (B) the disposition of property of that kind is necessary to enable 
such corporation to cease being a bank holding company, and (C) the dis- 
tribution is necessary or appropriate to effectuate the policies of the Bank 
Holding Company Act of 1955, 

then no gain to the shareholder from the receipt of such property shall be recog- 
nized. This subsection shall not apply to any distribution by a corporation 
which has made any distribution pursuant to subsection (a). 

“(c) Property ACQUIRED AFTER May 15, 1955.— 

“(1) In @eNeRAL.—Except as provided in paragraphs (2) and (3), sub- 
section (a) or (b) shall not apply te— 

“(A) any property acquired by the distributing corporation after 
May 15, 1955, unless (i) gain to such corporation with respect to the 
receipt of such property was not recognized by reason of subsection (a) 
or (b), or (ii) such property was received by it in exchange for all of 
its stock in an exchange to which paragraph (2) or (3) applies, or 

“(B) any property which was acquired by the distributing corpora- 
tion in a distribution with respect to stock acquired by such corporation 
after May 15, 1955, unless such stock was acquired by such corporation 
(i) in a distribution (with respect to stock held by it on May 15, 1955, 
or with respect to stock in respect of which all previous applications of 
this clause are satisfied) with respect to which gain to it was not recog- 
nized by reason of subsection (a) or (b), or (ii) in exchange for all of 
its stock in an exchange to which paragraph (2) or (3) applies. 

(2) EXCHANGES INVOLVING PROHIBITED PROPERTY.—If— 

“(A) any qualified bank holding corporation exchanges (i) solely 
property which, under subsection (a), such corporation could distribute 
directly to its shareholders without the recognition of gain to such share- 
holders, for (ii) all of the stock of a second corporation created and 
availed of solely for the purpose of receiving such property; 

“(B) immediately after the exchange, the qualified bank holding 
corporation distributes all of such stock to its shareholders with respect 
to its stock ; and 
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“(C) before such exchange, the Board has certified that the exchange 
and distribution are necessary or appropriate to effectuate the first sen- 
tence of section 4 (a) of the Bank Holding Company Act of 1955, 

then paragraph (1) shall not apply with respect to such distribution. 

“(3) EXCHANGES INVOLVING INTERESTS IN BANKS.—If— 

“(A) any qualified bank holding corporation exchanges (i) solely 
property which, under subsection (b), such corporation could distribute 
directly to its shareholders without the recognition of gain to such share- 
holders, for (ii) all of the stock of a second corporation created and 
availed of solely for the purpose of receiving such property; 

“(B) immediately after the exchange, the qualified bank holding 
corporation distributes all of such stock to its shareholders with respect 
to its stock; and 

“(C) before such exchange, the Board has certified— 

“(i) that such property is of a kind which causes such corpora- 
tion to be a bank holding company ; 

“(ii) that the disposition of property of that kind is necessary to 
enable such corporation to cease being a bank holding company ; 
and 

“(iii) that the exchange and distribution are necessary or appro- 
priateto effectuate the policies of the Bank Holding Company Act 
of 1955, 

then paragraph (1) shall not apply with respect to such distribution. 
“(d) CERTAIN CONTRIBUTIONS TO CAPITAL AFTER MAy 15, 1955.— 

“(1) IN GENERAL.—The nonrecognition of gain provided by subsection (a) 
or (b) shall net apply to that portion of any distribution which is attribut- 
able to any contribution to the capital of any corporation made after May 15, 
1955. 

““(2) SPECIAL RULE FOR CONTRIBUTION TO CAPITAL OF BANKS.—Paragraph (1) 
shall not apply with respect to any contribution to the capital of a bank, 
if the Secretary or his delegate determines that the avoidance of Federal 
income tax was not one of the principal purposes for the making of such 
contribution. 

“(e) FINAL CERTIFICATION.— 

“(1) For SUBSECTION (a). Subsection (a) shall not apply with respect 
to any distribution by a corporation unless the Board certifies that, before 
the expiration of the period permitted under section 4 (a) of the Bank 
Holding Company Act of 1955 (including any extensions thereof granted to 
such corporation under such section 4 (a)), the corporation has disposed of 
all the property the disposition of which is necessary or appropriate to ef- 
fectuate the first sentence of such section 4 (a) (or would have been so 
necessary or appropriate if the corporation had continued to be a bank hold- 
ing company). 

“(2) For svupsectTion (b).— 

“(A) Subsection (b) shall not apply with respect to any distribution by 
any corporation unless the Board certifies that, before the expiration of the 
period specified in subparagraph (B), the corporation has ceased to be a 
bank holding company. Z 

“(B) The period referred to in subparagraph (A) is the period which 
expires 2 years after the date of the enactment of this part or 2 years after 
the date on which the corporation becomes a bank holding company, which- 
ever date is later. The Board is authorized, on application by any corpora- 
tion, to extend such period from time to time with respect to such corporation 
for not more than one year at a time if, in its judgment, such an extension 
would not be detrimental to the public interest; except that such period may 
not in any case be extended beyond the date 5 years after the date of the 
enactment of this part or 5 years after the date on which the corporation 
becomes a bank holding company, whichever date is later. 

“SEC. 1102. SPECIAL RULES 


“(a) Basis OF PRopERTY ACQUIRED IN DISTRIBRUTIONS.—If, by reason of section 
1101, gain is not recognized with respect to the receipt of any property, then 
the basis of such property and of the stock with respect to which it is distributed 
shall, in the distributee’s hands, be determined by allocating between such prop- 
erty and such stock the adjusted basis of such stock. Such allocation shall be 
made under regulations prescribed by the Secretary or his delegate. 
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“(b) Pertops or Limrration.—The periods of limitation provided in section 
6501 (relating to limitations on assessment and collections) shall not expire, 
with respect to any deficiency (including interest and additions to the tax) 
resulting solely from the receipt of property by shareholders in a distribution 
by a qualified bank holding corporation which is certified by the Board under 
subsection (a) or (b) of section 1101, until 5 years after such corporation notifies 
the Secretary or his delegate (in such manner and with such accompanying 
information as the Secretary or his delegate may by regulations prescribe) that 
the period (including extensions thereof) prescribe in section 4 (a) of the Bank 
Holding Company Act of 1955, or section 1101 (e), whichever is applicable, has 
expired; and such assessment may be made notwithstanding any provision of 
law or rule of law which would otherwise prevent such assessment. 

“(c) ALLOCATION OF EARNINGS AND Prorirs.—In the case of any exchange 
described in section 1101 (ec) (2) or (3), the earnings and profits of the corpora- 
tion transferring the property shall be properly allocated between such corpora- 
tion and the corporation receiving such property under regulations prescribed 
by the Secretary or his delegate. 

“(d) ITeEMIZATION OF PropERTY.—In any certification under this part, the 
Board shall make such specification and itemization of property as may be neces- 
sary to carry out the provisions of this part. 


“SEC. 1103. DEFINITIONS. 


“(a) Bank Ho.tpine CompaAny.—For purposes of this part, the term ‘bank 
holding company’ has the meaning assigned to such term by section 2 of the 
gjank Holding Company Act of 1955. 

“(b) QUALIFIED BANK HoLpING CoRPORATION.— 

“(1) IN GENERAL.—Except as provided in paragraph (2), for purposes of 
this part the term ‘qualified bank holding corporation’ means any corpora- 
tion (as defined in section 7701 (a) (3)) which is a bank holding company 
and which holds prohibited property acquired by it— 

“(A) on or before May 15, 1955, 

“(B) in a distribution in which gain to such corporation with respect 
to the receipt of such property was not recognized by reason of subsection 
(a) of section 1101, or 

“(C) in exchange for all of its stock in an exchange described in 
section 1101 (c) (2). 

“(2) LIMITATIONS.— 


“(A) A bank holding company shall not be a qualified bank holding 
corporation, unless it would have been a bank holding company on 
May 15, 1955, if the Bank Holding Company Act of 1955 had been in 
effect on such date, or unless it is a bank holding company determined 
solely by reference to— 

“(i) property acquired by it on or before May 15, 1955, 

“(ii) property acquired by it in a distribution in which gain to 
such corporation with respect to the receipt of such property was 
not recognized by reason of subsection (a) or (b) of section 
1101, and 

“(iii) property acquired by it in exchange for all of its stock 
in an exchange described in section 1101 (c) (2) or (3). 

“(B) A bank holding company shall not be a qualified bank holding 
corporation by reason of property described in subparagraphs (B) of 
paragraph (1) or clause (ii) of subparagraph (A) of this paragraph, 
unless such property was acquired in a distribution with respect to 
stock, which stock was acquired by such bank holding company—— 

“(i) on or before May 15, 1955, 

“(ii) in a distribution (with respect to stock held by it on May 
15, 1955, or with respect to stock in respect of which all previous 
applications of this clause are satisfied) with respect to which gain 
to it was not recognized by reason of subsection (a) or (b) of 
section 1101, or 

“(iii) in exchange for all of its stock in an exchange described 
in section 1101 (ec) (2) or (3). 

“(C) A corporation shall be treated as a qualified bank holding 
corporation only if the Board certifies that it satisfies the foregoing 
requirements of this subsection. 

“(e@) Prowterrep Properry.—For purposes of this part, the term ‘prohibited 
property’ means, in the case of any bank holding company, property (other 
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than nonexempt property) the disposition of which would be necessary or 
appropriate to effectuate the first sentence of section 4 (a) of the Bank Holding 
Company Act of 1955 if such company continued to be a bank holding company 
beyond the period (including any extensions thereof) specified in such sec- 
tion 4 (a) or in section 1101 (e) (2) (B) of this part, as the case may be. 
The term ‘prohibited property’ does not include shares, securities, or obliga- 
tions of any company held by a bank holding company to the extent that the 
prohibitions of section 4 of the Bank Holding Company Act of 1955 do not 
apply to the ownership by such bank holding company of such property by 
reason of subsection (c) (5) of such section. 

“(d) NoNEXEMPT ProperTy.—For purposes of this part, the term ‘nonexempt 
property’ means— 

“(1) obligations (including notes, drafts, bills of exchange, and bankers’ 
acceptances) having a maturity at the time of issuance of not exceeding 
24 months, exclusive of days of grace; 

“(2) securities issued by or guaranteed as to principal or interest by a 
government or subdivision thereof or by any instrumentality of a govern- 
ment or subdivision; or 

“(3) money, and the right to receive money not evidenced by a security 
or obligation (other than a security or obligation described in paragraph 
(1) or (2)). 

“(e) Boarp.—For purposes of this part, the term ‘Board’ means the Board 
of Governors of the Federal Reserve System.” 

(b) The table of parts for subchapter O of chapter 1 of the Internal Revenue 
Code of 1954 is amended by adding at the end thereof the following : 


“Part VIII. Distributions pursuant to Bank Holding Company Act of 1955.” 


(c) The amendments made by this subsection shall apply with respect to 
taxable years ending after the date of the enactment of this Act. 


SAVING PROVISION 


Sec. 11. Nothing herein contained shall be interpreted or construed as approv- 
ing any act, action, or conduct which is or has been or may be in violation of 
existing law, nor shall anything herein contained constitute a defense to any 
action, suit, or proceeding pending or hereafter instituted on account of any 
prohibited antitrust or monopolistic act, action, or conduct. 


SEPARABILITY OF PROVISIONS 


Sec. 12. If any provision of this Act, or the application of such provision to 
any person or circumstance, shall be held invalid, the remainder of the Act, 
and the application of such provision to persons or circumstances other than 
those to which it is held invalid, shall not be affected thereby. 





Nontax AMENDMENTS 70 8, 2577 


1. On page 1, line 4, strike “1955” and insert in lieu thereof “1956”. 

This amendment is necessary to make the title of the bill read the “Bank Hold- 
ing Company Act of 1956” rather than “1955”. 

For the same reason strike “1955” and insert “1956” on page 14, line 23. 

2. On page 5, line 2, strike the word “and” and insert in lieu thereof “or”. 
This is a purely technical correction. 

3. On page 6, lines 4 and 5, strike the words “which is a bank holding com- 
pany”. 

This amendment was recommended by the Treasury Department for the 
following reasons: 

“Section 3 (a) would seem to preclude a bank which is not a bank holding com- 
pany from acquiring shares in other banks or in bank holding companies even 
in the regular course of securing or collecting debts previously contracted, if the 
effect of such acquisition would be to make the bank a bank holding company. 
The section prohibits any action being taken which results in a company (in- 
cluding a bank) becoming a bank holding company, and the exception for shares 
acquired in securing or collecting a debt previously contracted applies only to 
a bank which is a bank holding company. This could be corrected by deleting 
the words ‘which is a bank holding company’ from lines 4 and 5 of page 6.” 
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4. On page 8, line 17, after the word “bank” insert “or a bank holding com- 
pany. 

The existing language in the bill would prohibit a bank holding company from 
holding shares in a subsidiary bank holding company. This amendment would 
remove the prohibition since this result was not intended by the committee. 

5. On page 9, line 22, strike the word “serving” and insert in lieu thereof 
“furnishing services to or performing services for”. 

On page 9, line 24, and on page 10, line 1, strike the words “in auditing, apprais- 
ing, investment counseling”. 

As the bill is now worded, subsidiary companies would be limited to providing 
services in the fields of auditing, appraising, and investment counseling to the 
bank holding companies. In practice, subsidiaries perform many other services 
for the bank holding companies in the field of advertising, public relations, 
consumer credit, taxes, organization, operations, and many others. Both the 
House and Senate committee reports indicate in discussing this provision that 
the intent of the committees was not to limit the services to those named. The 
amendments clarify this situation. 

6. On page 10, line 4, strike the words “any of its banking subsidiaries” and 
insert in lieu thereof “by any banking subsidiary of a bank holding company.” 

This amendment makes it clear that the exemption for shares acquired in 
satisfaction of a debt applies to a subsidiary bank of any bank holding company 
and not just to subsidiary banks of bank holding companies which are banks. 

7. On page 10, lines 19 and 20, strike the words “which is a bank holding 
company, in a fiduciary capacity” and insert in lieu thereof “holding company 
which is a bank or by any banking subsidiary of a bank holding company, in 
good faith in a fiduciary capacity, except where such shares are held for the 
benefit of the shareholders of such bank holding company or any of its sub- 
sidiaries”’. 

This amendment makes it clear that the exemption for shares acquired or held 
in a fiduciary capacity applies to a subsidiary bank of a bank holding company 
and not just to subsidiary banks of bank holding companies which are banks. 

8. On page 10, lines 24 and 25, strike the words “to the ownership by a bank 
holding company of shares of any company” and insert in lieu thereof “to 
shares of any company which are held or acquired by a bank holding company”. 

This amendment was recommended by the Treasury Department for the fol- 
lowing reasons: 

“Subsection (c) (5) of section 4 should refer to the acquisition as well as the 
ownershjp of shares. Section 4 prohibits the acquisition or, after two years, 
the retention, of voting shares of any company which is not a bank. The first 
few exceptions contained in subsection (c) refer to shares acquired, but the fifth 
exception refers only to the ownership and not to the acquisition of shares. 
Beeause of the shift in language it could be argued that exception 5 does not 
apply to the acquisition of shares but only to the retention of shares already 
owned. .... - 

The amendment is worded to conform this exemption to the style of the 
bill. 

9. On page 11, line 15, immediately before the period, insert the following: 
“and which is exempt from taxation under section 501 of the Internal Revenue 
Code of 1954.” 

This amendment was recommended by the Treasury Department for the fol- 
lowing reasons: 

“Subsection (c) (7) of section 4 contains an exception for any bank holding 
company which is a labor, agricultural or horticultural organization. Although 
the Committee Report indicates that in order to be entitled to this exemption, 
no net income derived by any such organization can inure to the benefit of any 
individual, there is nothing contained in the proposed legislation which would 
impose this limitation. As it was the intention of the Committee to so limit 
this exception, that should be made explicit in the legislation. This could be 
done by inserting at the end of subsection (c) (7) the words “and which is 
exempt from taxation under section 501 of the Internal Revenue Code of 1954.” 

10. On page 11, lines 22, 23, 24, and 25, strike the words “history and con- 
dition and the operations and management of such company and the banks which 
it controls, the relationships of such company with banks and other organiza- 
tions,” and insert in lieu thereof “condition and operations, management, and 
intercompany relationships of the bank holding company and its subsidiaries,”. 

This amendment makes this section conform to the language of the comparable 


ances 
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section in H. R. 6227. This was agreed by the committee before reporting out 
the bill, but through inadvertence, the improper wording was inserted. 

11. On page 15, line 1, strike the comma at the end of the sentence and insert 
in lieu thereof a period. 

On page 15, strike out lines 2 through 5. 

The Treasury Department recommended that this section be amended on 
the grounds that: 

“There appears to be a general fear on the part of the holding companies and 
on the part of national banks affiliated with holding companies that this section 
is intended to and does give to the states powers which they do not now have 
over national banks.” 

The effect of this amendment is to strike the language added by the committee 
and return to the language of H. R. 6227. This, coupled with a strong state- 
ment by the committee, should make it clear that this section does not grant 
States any new authority over national banks. 

12. On page 16, line 2, after the word “court” insert “within 60 days after 
entry of the Board’s order.” The Treasury Department recommended that this 
section be amended for the following reasons: 

“Section 9 contains no limit on the time within which an aggrieved party 
must seek judicial review of an order of the board. Such a time limit should 
be incorporated in order that persons or companies affected by Board orders 
may know when they may act in reliance thereon without fear of the orders being 
subsequently set aside or modified by court decree.” The 60 day time limit 
contained in the amendment should give any aggrieved party ample time in 
which to seek judicial review of the Board’s order. 


[Committee print, January 31, 1956] 


[S. 2577, 84th Cong., 2d sess.] 
ADDITIONAL AMENDMENTS 


Reported by Mr. Ronertson, from the Committee on Banking and Currency, to the 
bill (S. 2577) to define bank holding companies, control their future expansion, 
and require divestment of their nonbanking interests, viz: 


On page 16, beginning with line 16, strike out all through line 3 on page 28 
and in lieu thereof insert the following : 


“PART VIII—DISTRIBUTIONS PURSUANT TO BANK HOLDING 
COMPANY ACT OF 1956 , 


“Sec. 1101. Distributions pursuant to Bank Holding Company Act of 1956. 
‘Sec. 1102. Special rules. 
“See. 1103. Definitions. 


“SEC. 1101. DISTRIBUTIONS PURSUANT TO BANK HOLDING COMPANY ACT OF 1956. 


“‘(a) DISTRIBUTIONS OF CERTAIN NON-BANKING PROPERTY.— 
“(1) DISTRIBUTIONS OF PROHIBITED PROPERTY.—If— 
“(A) a qualified bank holding corporation distributes prohibited 
property (other than stock received in an exchange to which subsection 
(c) (2) applies)— 

“(i) toa shareholder (with respect to its stock held by such share- 
holder), without the surrender by such shareholder of stock in such 
corporation; or 

“(i) to a shareholder, in exchange for its preferred stock; or 

“(iii) to a security holder, in exchange for its securities; and 

“(B) the Board has, before the distribution, certified that the distri- 
bution of such prohibited property is necessary or appropriate to effectu- 
ate section 4 of the Bank Holding Company Act of 1956, 
then no gain to the shareholder or security holder from the receipt of such 
property shall be recognized. 
“(2) DISTRIBUTIONS OF STOCK AND SECURITIES RECEIVED IN AN EXCHANGE TO 
WHICH SUBSECTION (C) (2) APPLIES.—If— 
“(A) a qualified bank holding corporation distributes— 

“(i) common stock received in an exchange to which subsection 
(ec) (2) applies to a shareholder (with respect to its stock held by 
such shareholder), without the surrender by such shareholder of 
stock in such corporation; or 
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“(ii) common stock received in an exchange to which subsection 
(c) (2) applies to a shareholder, in exchange for its common stock ; 
or 

“(jiii) preferred stock or common stock received in an exchange 

to which subsection (c) (2) applies to a shareholder, in exchange for 
its preferred stock ; or 

“(iv) securities or preferred or common stock received in an 
exchange to which subsection (c) (2) applies to a security holder, 
in exchange for its securities ; and. 

“(B) any preferred stock received has substantially the same terms 
as the preferred stock exchanged, and any securities received have sub- 
stantially the same terms as the securities exchanged, 

then, except as provided in subsection (f), no gain to the shareholder or 
security holder from the receipt of such stock or such securities or such 
stock and securities shall be recognized. 

(3) Non PRO RATA DISTRIBUTIONS.—Paragraphs (1) and (2) shall apply 
to a distribution whether or not the distribution is pro rata with respect to 
all of the shareholders of the distributing qualified bank holding corpora- 
tion. 

“(4) Excreption.—This subsection shall not apply to any distribution by 
a corporation which has made any distribution pursuant to subsection (b). 

(5) DISTRIBUTIONS INVOLVING GIFT OR COMPENSATION.— 

“In the case of a distribution to which paragraph (1) or (2) applies, but which— 
“(A) results in a gift, see section 2501, and following, or 
“(B) has the effect of the payment of compensation, see section 61 (a) (1). 
“(b) CorPporRATION CEASING To Be A BANK HoL”pine COMPANY.— 

“(1) DISTRIBUTIONS OF PROPERTY WHICH CAUSE A CORPORATION TO BE A BANK 
HOLDING COMPANY.—If— 

“(A) a qualified bank holding corporation distributes property (other 
than stock received in an exchange to which subsection (c) (3) 
applies )— 

“(i) to a shareholder (with respect to its stock held by such 
shareholder), without the surrender by such shareholder of stock 
in such corporation; or 

“(ii) to a shareholder, in exchange for its preferred stock; or 

“(iii) to a security holder, in exchange for its securities; and 

“(B) the Board has, before the distribution, certified that— 

“(i) such property is all or part of the property by reason of 
which such corporation controls (within the meaning of section 2 
(a) of the Bank Holding Company Act of 1956) a bank or bank 
holding company, or such property is part of the property by reason 
of which such corporation did control a bank or a bank holding 
company before any property of the same kind was distributed 
under this subsection or exchange under subsection (c) (3); and 

“(ii) the distribution is necessary or appropriate to effectuate 
the policies of such Act. 

then no gain to the shareholder or security holder from the receipt of such 
property shall be recognized. 

““(2) DISTRIBUTIONS OF STOCK AND SECURITIES RECEIVED IN AN EXCHANGE 
TO WHICH SUBSECTION (C) (3) APPLIES.—If— 

“(A) a qualified bank holding corporation distributes— 

“(i) common stock received in an exchange to which subsection 
(ec) (3) applies to a shareholder (with respect to its stock held by 
such shareholder), without the surrender by such shareholder of 
stock in such corporation; or 

“(ii) common stock received in an exchange to which subsection 
(c) (3) applies to a shareholder, in exchange for its common stock ; 
or 


“(iii) preferred stock or common stock received in an exchange 
to which subsection (c) (3) applies to a shareholder, in exchange 
for its preferred stock ; or 

“(iv) securities or preferred or common stock received in an ex- 
change to which subsection (c) (3) applies to a security holder, 
in exchange for its securities; and 

“(B) any preferred stock received has substantially the same terms 
as the preferred stock exchanged, and any securities received have 
substantially the same terms as the securities exchanged, then, except 
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as provided in subsection (f), no gain to the shareholder or security holder 
from the receipt of such stock or such securities or such stock and securities 
shall be recognized. 
“(3) NON PRO RATA DISTRIBUTIONS.—Paragraphs (1) and (2) shall apply to 
a distribution whether or not the distribution is pro rata with respect to all 
of the shareholders of the distributing qualified bank holding corporation. 
“(4) Excertron.—This subsection shall not apply to any distribution by 
a corporation which has made any distribution pursuant to subsection (a). 
(5) DISTRIBUTIONS INVOLVING GIFT OR COMPENSATION.— 
“In the case of a distribution to which paragraph (1) or (2) applies, but which— 
“(A) results in a gift, see section 2501, and following, or 
“(B) has the effect of the payment of compensation, see section 61 (a) (1). 
“(c) Property ACQUIRED AFTER May 15, 1955.— 
“(1) IN GENERAL.—Except as provided in paragraphs (2) and (3), sub- 
section (a) or (b) shall not apply to— 

“(A) any property acquired by the distributing corporation after 
May 15, 1955, unless (i) gain to such corporation with respect to the 
receipt of such property was not recognized by reason of subsection (a) 
or (b), or (ii) such property was received by it in exchange for all of 
its stock in an exchange to which paragraph (2) or (3) applies, or (iii) 
such property was acquired by the distributing corporation in a 
transaction in which gain was not recognized under section 305 (a) or 
section 332, or under section 354 with respect to a reorganization 
described in section 368 (a) (1) (E) or (F), or 

“(B) any property which was acquired by the distributing corpora- 
tion in a distribution with respect to stock acquired by such corporation 
after May 15, 1955, unless such stock was acquired by such corpora- 
tion (i) in a distribution (with respect to stock held by it on May 15, 
1955, or with respect to stock in respect of which all previous applications 
of this clause are satisfied) with respect to which gain to it was 
not recognized by reason of subsection (a) or (b), or (ii) in exchange 
for all of its stock in an exchange to which paragraph (2) or (3) applies, 
or (iii) in a transaction in which gain was not recognized under section 
305 (a) or section 332, or under section 354 with respect to a reorgani- 
zation described in section 368 (a) (1) (E) or (F), or 

“(C) any property acquired by the distributing corporation in a 
transaction in which gain was not recognized under section 332, unless 
such property was acquired from a corporation which, if it had been a 
qualified bank holding corporation, could have distributed such property 
under subsection (a) (1) or (b) (1). 

(2) EXCHANGES INVOLVING PROHIBITED PROPERTY.—If— 

*(A) any qualified bank holding corporation exchanges (i) property, 
which, under subsection (a) (1), such corporation could distribute 
directly to its shareholders or security holders without the recognition 
of gain to such shareholders or security holders, and other property 
(except property described in subsection (b) (1) (B) (i)), for (ii) 
all of the stock of a second corporation created and availed of solely 
for the purpose of receiving such property ; 

“(B) immediately after the exchange, the qualified bank holding cor- 
poration distributes all of such stock in a manner prescribed in sub- 
section (a) (2) (A); and 

“(C) before such exchange, the Board has certified (with respect to 
the property exchanged which consists of property which, under sub- 
section (a) (1), such corporation could distribute directly to its share- 
holders or security holders without the recognition of gain) that the 
exchange and distribution are necessary or appropriate to effectuate 
section 4 of the Bank Holding Company Act of 1956, then paragraph 

(1) shall not apply with respect to such distribution. 
“(3) EXCHANGES INVOLVING INTERESTS IN BANKS.—If— 

“(A) any qualified bank holding corporation exchanges (i) property 
which, under subsection (b) (1), such corporation could distribute di- 
rectly to its shareholders pr security holders without the recognition 
of gain to such shareholders or security holders, and other property 
(except prohibited property), for (ii) all of the stock of a second cor- 
poration created and availed of solely for the purpose of receiving such 
property 
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“(B) immediately after the exchange, the qualified bank holding cor- 
poration distributes all of such stock in a manner prescribed in sub- 
section (b) (2) (A); and 

“(C) before such exchange, the Board has certified (with respect to 
the property exchanged which consists of property which, under subsec- 
tion (b) (1), such corporation could distribute directly to its share- 
holders or security holders without the recognition of gain) that— 

‘“*(i) such property is all or part of the property by reason of which 
such corporation controls (within the meaning of section 2 (a) of 
the Bank Holding Company Act of 1956) a bank or bank holding 
company, or such property is part of the property by reason of which 
such corporation did control a bank or a bank holding company be- 
fore any property of the same kind was distributed under subsection 
(b) (1) or exchanged under this paragraph ; and 

“(ii) the exchange and distribution are necessary or appropriate 
to effectuate the policies of such Act, 

then paragraph (1) shall not apply with respect to such distribution. 
“(d) Distrrsutions To Avorp FepERAL INCOME Tax.— 

(1) Promrerrep properry.—Subsection (a) shall not apply to a distribu- 
tion if, in connection with such distribution, the distributing corporation 
retains, or transfers after May 15, 1955, to any corporation, property (other 
than prohibited property) as part of a plan one of the principal purposes of 
which is the distribution of the earnings and profits of any corporation. 

“(2) BANKING PROPERTY.—Subsection (b) shall not apply to a distribution 
if, in connection with such distribution, the distributing corporation retains, 
or transfers after May 15, 1955, to any corporation, property (other than 
property described in subsection (b) (1) (B) (i) as part of a plan one of the 
principal purposes of which is the distribution of the earnings and profits of 
any corporation. 

(3) CERTAIN CONTRIBUTIONS TO CAPITAL.—In the case of a distribution a 
portion of which is attributable to a transfer which is a contribution to 
the capital of a corporation, made after May 15, 1955, and prior to the date 
of the enactment of this part, if subsection (a) or (b) would apply to such 
distribution but for the fact that, under paragraph (1) or (2) (as the case 
may be) of this subsection, such contribution to capital is part of a plan 
one of the principal purposes of which is to distribute the earnings and 
profits of any corporation, then, notwithstanding paragraph (1) or (2), 
subsection (a) or (b) (as the case may be) shall apply to that portion of 
such distribution not attributable to such contribution to capital, and shall 
not apply to that portion of such distribution attributable to such contribu- 
tion to capital. 

“(e) Frnar CERTIFICATION.— 

“(1) For sussection (a).—Subsection (a) shall not apply with respect to 
any distribution by a corporation unless the Board certifies that, before the 
expiration of the period permitted under section 4 (a) of the Bank Holding 
Company Act of 1956 (including any extensions thereof granted to such cor- 
poration under such section 4 (a)), the corporation has disposed of all the 
property the disposition of which is necessary or appropriate to effectuate 
section 4 of such Act (or would have been so necessary or appropriate if the 
corporation had continued to be a bank holding company). 

(2) FOR SUBSECTION (b).— 

“(A) Subsection (b) shall not apply with respect to any distribution by 
any corporation unless the Board certifies that, before the expiration of the 
period specified in subparagraph (B), the corporation has ceased to be a 
bank holding company. 

“(B) The period referred to in subparagraph (A) is the period which ex- 
pires 2 years after the date of the enactment of this part or 2 years after the 
date on which the corporation becomes a bank holding company, whichever 
date is later. The Board is authorized, on application by any corporation, 
to extend such period from time to time with respect to such corporation for 
not more than one year at a time if, in its judgment, such an extension would 
not be detrimental to the public interest; except that such period may not 
in any case be extended beyond the date 5 years after the date of the enact- 
ment of this part or 5 years after the date on which the corporation becomes 
a bank holding company, whichever date is later. 

“(f) CreRTAIN EXCHANGES OF SECURITIES.—In the case of an exchange described 
in subsection (a) (2) (A) (iv) or subsection (b) (2) (A) (iv), subsection (a) 
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«or subsection (b) (as the case may be) shall apply only to the extent that the 
principal amount of the securities received does not exceed the principal amount 
of the securities exchanged. 

“SEC. 1102. SPECIAL RULES 

“(a) BAsIs oF PROPERTY ACQUIRED IN DistriguTions.—If, by reason of section 
1101, gain is not recognized with respect to the receipt of any property, then, 
under regulations prescribed by the Secretary or his delegate— 

(1) if the property is received by a shareholder with respect to stock, 
without the surrender by such shareholder of stock, the basis of the property 
received and of the stock with respect to which it is distributed shall, in the 
distributee’s hands, be determined by allocating between such property and 
such stock the adjusted basis of such stock ; or 

(2) if the property is received by a shareholder in exchange for stock or 
by a security holder in exchange for securities, the basis of the property 
received shall, in the distributee’s hands, be the same as the adjusted basis 
of the stock or securities exchanged, increased by 

“(A) the amount of the property received which was treated as a 
dividend, and 

“(B) the amount of gain to the taxpayer recognized on the property 
received (not including any portion of such gains which was treated as 
a dividend). 

“(b) Perrops or LimrraTion.—The periods of limitation provided in section 
6501 (relating to limitations on assessment and collection) shall not expire, with 
respect to any deficiency (including interest and additions to the tax) resulting 
solely from the receipt of property by shareholders in a distribution which is 
certified by the Board under subsection (a), (b), or (c) of section 1101, until 5 
vears after the distributing corporation notifies the Secretary or his delegate (in 
such manner and with such accompanying information as the Secretary or his 
delegate may by regulations prescribe) that the period (including extensions 
thereof) prescribed in section 4 (a) of the Bank Holding Company Act of 1956, 
or section 1101 (e) (2) (B), whichever is applicable, has expired; and such 
assessment may be made notwithstanding any provision of law or rule of law 
which would otherwise prevent such assessment. 

“(c) ALLOCATION OF EARNINGS AND PROFITS.— 

“(1) DISTRIBUTION OF STOCK IN A CONTROLLED CORPORATION.—In the case of 
a distribution by a qualified bank holding corporation under section 1101 (a) 
(1) or (b) (1) of stock in a controlled corporation, proper allocation with 
respect to the earnings and profits of the distributing corporation and the 
controlled corporation shall be made under regulations prescribed by the 
Secretary or his delegate. 

“(2) EXCHANGES DESCRIBED IN SECTION 1101 (C) (2) OR (3).—In the case of 
any exchange described in section 1101 (c) (2) or (3), proper allocation with 
respect to the earnings and profits of the corporation transferring the 
property and the corporation receiving such property shall be made under 
regulations prescribed by the Secretary or his delegate. 

“(3) DEFINITION OF CONTROLLED CORPORATION.—F'or purposes of paragraph 
(1), the term ‘controlled corporation’ means a corporation with respect te 
which at least 80 percent of the total combined voting power of all classes 
of stock entitled to vote and at least 80 percent of the total number of shares 
of all other classes of stock is owned by the distributing qualified bank hold- 
ing corporation. 

“(d) ITEMIZATION oF PRoperTy.—In any certification under this part, the Board 
shall make such specification and itemization of property as may be necessary to 
carry out the provisions of this part. 

“SEC. 1103. DEFINITIONS, 


“(a) Bank HoLtpine Company.—For purposes of this part, the term ‘bank 


holding company’ has the meaning assigned to such term by section 2 of the Bank 
Holding Company Act of 1956. 


“(b) QuALIFIED BANK HoLprIna CorPERATION.— 

“(1) IN GENERAL.—Except as provided in paragraph (2), for purposes of 
this part the term ‘qualified bank holding corporation’ means any corporation 
(as defined in section 7701 (a) (3) which is a bank holding company and 
which holds prohibited property acquired by it— 

“(A) on or before May 15, 1955, 
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“(B) in a distribution in which gain to such corporation with respect 
to the receipt of such property was not recognized by reason of subsec- 
tion (a) or (b) of section 1101, or 

“(C) in exchange for all of its stock in an exchange described in 
section 1101 (¢c) (2) or (ec) (3). 

“(2) LIMITATION.— 

“(A) A bank holding company shall not be a qualified bank holding 
corporation, unless it would have been a bank holding company on May 
15, 1955, if the Bank Holding Company Act of 1956 had been in effect on 
such date, or unless it is a bank holding company determined solely by 
reference to— 

“(i) property acquired by it on or before May 15, 1955, 

“(ii) property acquired by it in a distribution in which gain to 
such corporation with respect to the receipt of such property was 
not recognized by reason of subsection (a) or (b) of section 1101, and 

“(iii) property acquired by it in exchange for all of its stock in 
an exchange described in section 1101 (c) (2) or (3). 

“(B) A bank holding company shall not be a qualified bank holding 
corporation by reason of property described in subparagraph (B) of 
paragraph (1) or clause (ii) of subparagraph (A) of this paragraph, 
unless such property was acquired in a distribution with respect to stock, 
which stock was acquired by such bank holding company— 

“(i) on or before May 15, 1955, 

“(i)) in a distribution (with respect to stock held by it on May 
15, 1955, or with respect to stock in respect of which all previous 
applications of this clause are satisfied) with respect to which gain 
to it was not recognized by reason of subsection (a) or (b) of sec- 
tion 1101, or 

“(iii) in exchange for all of its stock in an exchange described in 
section 1101 (c) (2) or (8). 

“(C) A corporation shall be treated as a qualified bank holding cor- 
poration only if the Board certifies that it satisfies the foregoing require- 
ments of this subsection. 

‘““(c) Prowrerrep Property.—For purposes of this part, the term ‘prohibited 
property’ means, in the case of any bank holding company, property (other than 
nonexempt property) the disposition of which would be necessary or appropriate 
to effectuate section 4 of the Banking Holding Company Act of 1956 if such com- 
pany continued to be a bank holding company beyond the period (including any 
extensions thereof) specified in subsection (a) of such section or in section 1101 
(e) (2) (B) of this part, as the case may be. The term ‘prohibited property’ 
does not include shares of any company held by a bank holding company to the 
extent that the prohibitions of section 4 of the Bank Holding Company Act of 
1956 do not apply to the ownership by such bank holding company of such prop- 
erty by reason of subsection (c) (5) of such section. 

“(d) NoNEXEMPT PrRopeRTY.—For purposes of this part, the term ‘nonexempt 
property’ means— 

“(1) obligations (including notes, drafts, bills of exchange, and bankers’ 
acceptances) having a maturity at the time of issuance of not exceeding 
24 months, exclusive of days of grace; 

““(2) securities issued by or guaranteed as to principal or interest by a 
government or subdivision thereof or by any instrumentality of a govern- 
ment or subdivision ; or 

“(3) money, and the right to receive money not evidenced by a security 
or obligation (other than a security or obligation described in paragraph 
(1) or (2)). 

“(e) Boarp.—For purposes of this part, the term ‘Board’ means the Board 
of Governors of the Federal Reserve System.” 

On page 28, in the material between lines 6 and 7, strike out “1955” and insert 
"1956". 

On page 28, line 7, strike out “subsection” and insert “section”. 
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STATEMENT OF JOHN A. SIBLEY, CHAIRMAN OF THE BOARD, 
TRUST COMPANY OF GEORGIA, AND CHAIRMAN OF THE BOARD, 
TRUST COMPANY OF GEORGIA ASSOCIATES 


Mr. Srstey. Thank you very much, 

I am John A. Sibley, chairman of the board of the Trust Company 
of Georgia and chairman of the board of Trust Company of Georgia 
Associates. 

We are interested purely in the divestment features of the Senate 
bill, and with your premission I will limit myself to a statement of 
facts that involves our case alone. I will not get into any of the gen- 
eral controversial issues. 

Senator Frear. Mr. Sibley, I believe you have a prepared statement. 
Would you like that to be made a part of the record ? 

Mr. Sretey. I would, sir, if you do not mind. 

Senator Frear. Without objection, it will bet made part of the 
record. 

Mr. Ststxy. Thank you very much. 

The Trust Company of Georgia is a State banking institution, a 
member of the Federal Reserve Banking System, chartered in 1891 
by the legislature. The Trust Company of Georgia Associates is a 
Georgia corporation, an ordinary business corporation, that was char- 
tered in 1922. All its stock is owned by the Trust Company of 
Georgia. 

The Trust Company of Georgia prior to the Banking Act of 1933 
was engaged very largely in the trust business and in the underwriting 
business, which was permissible at that time. In its underwriting 
business it accumulated a good many shares of stock, principally in 
the Coca-Cola Co., which it took as underwriting fees. 

That was accumulated in 1919 and 1920 and 1921, or maybe in 1922— 
2 or 3 years just at that time. None of that stock has ever been sold. 
It has been held for investment. None of it is carried on the books 
of the company as a banking asset. We treat it as a secondary capital 
reserve. 

The Trust Company of Georgia Associates about 1929 and 1930 pur- 
chased the controlling interest in 5 banks throughout Georgia in what 
we consider the regional cities. 

Senator Frear. What year? 

Mr. Srstey. 1928 and 1929. We have had no expansion since that 
time, except in 1955 or maybe the latter part of 1954, when we pur- 
chased a small bank on the edge of Atlanta, about a mile and a half 
outside of Atlanta, a bank of less than $200,000 capital. 

The Trust Company of Georgia transferred to the Trust Company 
of Georgia Associates about 4,500 shares of Coca-Cola International 
stock. That was done prior to the Banking Act of 1933, probably 
sometime in the twenties or the early thirties. 

When the 1933 Banking Act was passed which prohibited under- 
writing on the part of banks, of course we had to quit that business. 
At that time we had these assets : the Trust Company of Georgia own- 
ing the outside assets, largely the Coca-Cola Co., and owning the 
capital stock of this Georgia corporation that was organized in 1922, 
none of which is carried as a banking asset on the part of the Trust 
Company of Georgia, as I have said a moment ago. 
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When the Banking Act of 1933 was passed it permitted us to hold 
those assets. It did not require us to disgorge them at all. Under 
your contemplated legislation we would be required to get rid of these 
assets that we acquired many years prior to the Banking Act of 1933, 
that we acquired in the operation.of a legitimate business at that. time, 
that stands now merely as a secondary capital asset that supports our 
capital, which gives us a very unique position. 

As we see it, no good, public good or private good, could arise from 
undertaking to require us to divest ourselves of those investments. 
In fact, under the Banking Act of 1933 a bank holding company was 
required to acquire marketable assets over a period of time to support 
the bank stocks that they held. We happened to be in a position 
where we did not have to acquire anything Sickalh we were supported 
with a much larger capital requirement than the law required. 

We are not expanding, which is one of the things that this law aims 
at. We are not undertaking to acquire businesses in order to control 
them. And we do not own but a small percentage of the businesses 
that we have stock in. All that we did was to hold legitimate assets 
that*w® acquired prior to the Banking Act of 1933; as early as 1919 
and 1920. 

As far as I know, no factor or faction in this controversy takes any 
position except to support our position. The House bill embraced 
language, on a showing by us in a statement, protecting our situation. 
The independent bankers have had no objection to it. As far as I 
know, none of the holding companies have any objection to it. 

We happen to occupy a unique, a singular position, not occupied by 
anyone else, and we believe that to require us to disgorge or to divest 
ourselves of those assets could do nothing except weaken our financial 
position at a time when capital in banks is one of the great demands 
today. 

I want to illustrate it by our own situation. We loaned $95 million, 
during the peak of loans this year, with $170 million of deposits. We 
could not have done that except for the fact that we had virtually $30 
million of true assets which were on a ratio of about 3to1. But had we 
not had these secondary assets, we could have not met that demand. 
And the demand was a legitimate demand. 

If this dynamic economy continues—and it is a dynamic economy— 
and our prosperity rests upon it, not in speculation, not in cheapening 
money, but in undertaking to have a growth supported by credit to 
care for the population and to care for the legitimate demands of 
business—the crying need is going to be for additional banking capital. 

The banks face two adverse situations. No. 1, in industry they can 
pay more than banks can pay, which gives banks great competition to 
get the best men. With the great regulation of the banks, the invest- 
ment by people putting in new capital is not as attractive as invest- 
ment in some of the other things. 

So I say, Your Honor, if I may speak of you that way—— 

Senator Frear. That is quite an elevation. 

Mr. Ststey. In our case everybody who has heard our simple little 
statement has said that, “We are not going to kill this little robin 
while we are trying to shoot at an alligator.” 

That is about where we are.. Thank you very much—unless there 
are some questions ? 
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Senator Frear. I think on the concluding page of your prepared 
statement, Mr. Sibley, you recommend an amendment. 
Mr. Sister. Yes, sir. Merely the only part that you have to add is 


the underline part of the paragraph as set out, and that is in conform- 
ity with the House language: 


or to shares lawfully acquired and owned prior to the date of enactment of this 


act by a bank which is a bank holding company, or by any of its wholly owned 
subsidiaries. 


We are the only bank which is a bank holding company and which 
owns a bank holding company. Therefore, we had to put “subsid- 
iaries” to protect the funds that are in the hands of the Trust Company 
of Georgia Associates. 

Senator Frear. Your suggested amendment has the words you 
read ¢ 

Mr. Srstey. The words we put in there. That is in conformity 
with what has already been passed by the House. 

Thank you very much for your 

Senator Frear. What is the combined statement of the parent bank ? 

Mr. Srstey. I should say $190 million. Something like that. 

Senator Frear. $190 million ? 

Mr. Siptey. Yes. 

Senator Frear. Senator Lehman ? 

Senator Lenman. No questions. 

Senator Frear. Senator Morse ? 

Senator Morse. No questions. 


Senator Frear. Thank you very much, Mr. Sibley, for a very con- 


cise bit of information for this committes. I think it will be very 
useful to us. 


Mr. Srstey. Thank you very much for giving me the privilege of 
coming. 


(The prepared statement of Mr. Sibley follows :) 


STATEMENT OF JOHN A. SIBLEY, CHAIRMAN OF THE BoArp, Trust COMPANY OF 


GEORGIA, AND CHAIRMAN OF THE Boarp, TrRusT COMPANY OF GEORGIA 
ASSOCIATES 


My name is John A. Sibley. I am chairman of the board of directors of Trust 
Company of Georgia and of its wholly owned subsidiary, Trust Company of 
Georgia Associates. 

Both of these companies are bank holding companies, as defined in the various 
bills which this committee has considered. Both of them are solely interested 
in the divestment features of these bills. 

The two companies own nonbanking assets. The House recognized the equity 
of permitting the continued ownership of these assets and section 6 (c) (4) of 
H. R. 6227 (Spence bill) contains appropriate language for this purpose. I ask 
that a similar provision be added to 8. 2577, which I believe you will-agree is 
warranted by the following facts. 

Two corporations are involved : 


I. TRUST COMPANY OF GEORGIA 


This is a State member bank chartered by the General Assembly of Georgia 
in 1891, conducting a general banking and trust business in Atlanta, Ga. It 
owns the entire capital stock of Trust Company of Georgia Associates, the second 
corporation involved. 

In 1919, 1920, and 1922 Trust Company of Georgia acquired in the course 
of underwriting securities (a business in which it was then lawfully engaged) 
shares in the Coca-Cola Co., which were subsequently converted into 10,468 
shares of Coca-Cola International Corp. 
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(Coca-Cola International Corp. is engaged solely in the business of owning 
shares in the Coca-Cola Co. The owner of international shares may on demand 
exchange each share owned for eight shares of the Coca-Cola Co. The courts 
have held that such an exchange is a taxable event which effectively prohiibits 
Trust Company of Georgia and Trust Company of Georgia Associates from ex- 
changing their Coca-Cola International shares for Coca-Cola common.) 

In 1929 and 1931 it transferred 4,968 of such shares to Trust Company of 
Georgia Associates, leaving 5,500 shares as holdings of Trust Company of 
Georgia. The retention of these shares, as well as those of Trust Company of 
Georgia Associates and other minor holdings, was sanctioned by the Banking 
Act of 1933. 

No shares of stock owned by Trust Company of Georgia, either directly or 
indirectly through Trust Company of Georgia Associates are carried at any 
value on the books of Trust Company of Georgia. 


II, TRUST COMPANY OF GEORGIA ASSOCIATES 


This Georgia corporation chartered in 1922, with power to hold and own 
securities, is and has been since its organization a wholly-owned subsidiary of 
Trust Company of Georgia. Its principal assets are: 

(a) A controlling interest in six national banks located in some of the 
principal cities of Georgia ; 

(b) Certain stocks acquired prior to 1933 and continuously held exclu- 
sively for investment purposes, consisting primarily of 4,968 shares of Coca- 
Cola International Corp. 

(c) All the stock of Trusco Finance Co., a Georgia corporation char- 
tered in 1935 for the purpose of purchasing, selling, and servicing install- 
ment finance paper for the benefit of Trust Company of Georgia and its 
affiliate banks. 

Because of the ownership of the shares of banks by Trust Company of Georgia 
Associates, both it and Trust Company of Georgia are holding company affili- 
ates, as defined in the Banking Act of 1933. Both of these companies hold a 
general voting permit, issued by the Board of Governors of the Federal Reserve 
System. 

Under the provisions of 8. 2577, both these companies will be bank holding 
companies. 

The result is a situation which we do not believe is duplicated among bank 
holding companies, namely: a bank, which is a bank holding company, owning in 
turn a bank holding company, which is not a bank, and both owning nonbanking 
assets which were legally acquired and continuously held for investment only 
over a long period. 

Under 8S. 2577 as now drawn, both Trust Company of Georgia and Trust 
Company of Georgia Associates would be required to divest themselves of shares 
in Coca-Cola International Corp. despite the facts that : 

(a) The shares have been owned directly or indirectly by Trust Com- 
pany of Georgia for over 30 years; 

(b) None of the shares has ever been sold or traded in since 1933; 

(c) The shares were legally acquired in the normal course of business 
and have been held solely for investment purposes ; 

(d@) The shares represent only 1.96 percent of the more than 4,250,000 
outstanding shares of the Coca-Cola Co.; 

(e) No value is assigned to the shares held directly or indirectly on the 
books of Trust Company of Georgia or on any financial statement published 
by it. 

The ownership of such shares, with an aggregate quoted market value in excess 
of $9 million, adds materially to the strength and stability of Trust Company 
of Georgia, as well as to that of Trust Company of Georgia Associates, and of 
the six banks which it controls. A lessening of the strength and stability of 
the seven banks involved would not be in the public interest or in keeping with 
the repeatedly stated policy of the Congress in favor of privately owned banks 
with strong and adequate capital funds. It would appear entirely consistent, 
therefore, with the objectives of the proposed bill for bank holding company 
legislation to permit the retention of nonbanking assets which have been legally 
acquired and held throughout a long period of years solely for investment 


where no element of control of the companies whose securities are so held 
exists. 
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Indeed, the Banking Act of 1933 required bank holding companies to possess 
within 5 years of its enactment nonbanking marketable assets having a value 
of 12 percent of the par value of the aggregate of bank stocks which it owns 
and in addition to retain earnings in excess of 6 percent of the book value of 
its assets until its marketable assets, other than bank stocks, equals 25 percent 
of the par value of such bank stocks. Trust Company of Georgia and Trust 
Company of Georgia Associates were fortunate that their nonbanking assets 
have always enabled them to meet and exceed this requirement. 

We think it appropriate, therefore, that section 4 (c) (4) of S. 2577 be amended 
to permit these two companies to own their nonbanking assets which were 
lawfully acquired and held for investment over so long a period. We urge that 
section 4 (c) (4) of S. 2577 be made to read as follows [amendatory language 
italicized] : 

(4) to shares which are held or acquired by a bank holding company which 
is a bank or by any banking subsidiary of a bank holding company, in good 
faith in a fiduciary capacity, except where such shares are held for the benefit 
of the shareholders of such bank holding company or any of its subsidiaries, 
or to shares which are of the kinds and amounts eligible for investment by 
national banking associations under the provisions of section 5136 of the 
Revised Statutes, or to shares lawfully acquired and owned prior to the date 
of enactment of this Act by a bank which is a bank holding company, or by any 
of its wholly-owned subsidiaries.” 

This language is in conformity with that in the Spence bill. 


* * * * * * * 


Senator Frear. I would like to offer for the record a letter dated 
February 4, 1956, from Senator Smathers to Senator Fulbright, 
together with the attachments thereto concerning the Consolidated 
Naval Stores of Georgia. 

(The letter and attachments referred to follow :) 


Untirep States SENATE, 
February 4, 1956. 
Hon. J. W. Futprienr, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR: I note that your committee will hold further open hearings 
on February 8 to consider proposed amendments to S. 2577, the bank holding 
company bill. In this respect I am enclosing correspondence which I received 
pertaining to the situation affecting the Consolidated Naval Stores Co. of 
my State. 

You will note that the representatives of the Consolidated Naval Stores Co. 
suggest an amendment to the bank holding company bill designed to exempt them 
from its provisions, and I would appreciate it if your committee could give 
serious consideration to adopting the suggested changes when it is considering 
other proposed amendments at the February § hearing. 

With kind regards, I am 

Sincerely yours, 
GEORGE SMATHERS, 
United States Senator. 


SeprinG, Fxia., January 30, 1956. 
Hon. George A. SMATHERS, 


The United States Senate Office Building, 
Washington, D. C.: 

Understand Banking and Currency Committee now giving further considera- 
tion §. 2577. Sincerely trust one of the suggested amendments can be adopted, 
which would eliminate this company and others of similar nature from being 
classified as bank holding companies. 

F, Erern BAYLess. 


a - 
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CONSOLIDATED NAVAL STORES Co., 
Sebring, Fla., February 1, 1956. 
Hon. GEORGE A. SMATHERS, 
United States Senate, Washington, D. C. 

Dear SENATOR: Appreciate very much your phone call giving present status of 
S. 2577. Have taken encouragement from the fact that some parties are to be al- 
lowed the privilege of appearing before the committee on Wednesday, February 8. 

Am of the belief that a simple amendment, which would raise the percent of 
bank stock held by a company from 25 to 30 percent, would take care of our 
situation; and I sincerely hope it will be acceptable to the committee. In other 
words, in order to come under the provisions of the Bank Holding Company Act, 
it would be necessary that a company own 30 percent or more of the voting stock 
in each of two or more banks. An amendment of this nature would require only 
the changing of the figure from 25 to 30 percent in line 8, page 1; line 3, page 2; 
line 13, page 3; and lines. 19 and 25, page.4, as found in 8. 2577. 

From some of the printed information found in the House report on this 
banking bill, it would appear that the figure giving the percentage of stock which 
would indicate control was evidently taken from the Public Utilities Holding 
Company Act. This small percentage might indicate control under circumstances 
of that kind; but it is my belief that 30 percent does not constitute control of a 
bank, either in the election of its officers and policy or business activities. 

Appreciate very much your efforts and sincerely hope they will be successful, 
as I am sure it was not the intent of the sponsors of the bill to penalize companies 
such as ours. 

With kind regards, I remain 

Sincerely, 
F. Exvein Bayiess, President. 


TREADWELL & TREADWELL 
ATTORNEYS AND COUNSELORS AT LAW 


ArRACADIA, FLA., January 26, 1956. 


Senator GEORGE SMATHERS, 
Senate Office Building, Washington, D. C. 

Dear SENATOR SMATHERS: I understand that the bank holding company bill, 
or bills, will be up for consideration by the Senate Banking Committee in 
executive session this week, for the purpose of thrashing out amendments 
thereto. During the last session of Cengress Elgin Bayless, as president of 
Consolidated Naval Stores Co., and the writer as former president, and now 
as chairman of the executive committee, had quite a lot of correspondence 
with you in reference to this legislation, and its application to Consolidated 
Naval Stores Co. Elgin made a trip to Washington to appear before a sub- 
committee on banking and currency. Elgin testified in support of our plea 
for amendment to the bill, or bills, that would exempt from the operation 
thereof such companies as Consolidated. 

It is clear from the pending legislation, as well as the report ‘of the com- 
mittees handling the same, that such companies as Consolidated were never 
intended to be covered or affected by the pending bills. Throughout the 
report of the committee, or committees, handling the bill, statement after 
statement is made as to purpose of this legislation, such purpose being to 
prevent monopoly of the banking business and thereby the control of the 
finances of the country, or any given area. But the definition of what con- 
stitutes a holding company contained in the bill, or bills, however, is sufficiently 
broad to include the Consolidated Naval Stores Co. If the bills are passed 
Consolidated will be declared a bank-holding company and would have to 
divest itself of all other interest which it holds in the State, which comprise 
about 85 percent in value of its total assets as against only about 15 percent 
of its assets which are invested in bank stock. If Consolidated were required 
to liquidate it would mean throwing hundreds of people out of employment, 
taking out of the channels of business in the State a force that over the years 
has been a progressive and constructive aid to the growth of Florida and 
has helped the State to grow to the position it is in today. In fact if the 
bills as they now stand are passed they will destroy one of the most active 
concerns in Florida and the sad part about it is that nothing would be accom- 
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plished thereby and the evils sought to be corrected by the legislation would 
in nowise be changed or done away with. 

Therefore, I earnestly hope and suggest that amendments can be attached 
to the definition of the bill along one of the following lines: 

i. Providing that the law shall not apply to companies that have less than 
20 percent of their assets invested in banks. 

2. That percent of stock held by a company in banks within the provision 
of the act shall be raised to 35 percent instead of 25 percent. 

3. Definition of bank-holding company be broadened to affect only those 


holding 25 percent or more of the voting shares of each of 3 or more banks. 

The history of the Consolidated and the part it has played in the growth 
of the State of Florida and the character of its business and assets are fully 
set forth in the testimony given by Mr. Bayless before the Subcommittee on 
Banking and Currency, so I feel it is unnecessary to burden you with a repeti- 
tion of Consolidated’s history, ete. But I do hope you will do everything 
possible to correct the glaring injustice that will be done by the enactment of 
these bills into law. 


If there is anything further we can do here, please advise. 
With kind personal regards and best wishes, I am, 
Sincerely, 
BE. D. TREADWELL. 
Senator Frear. The next witness is Mr. Henry Y. Offutt, secretary 
of the First National Bank trustees of Louisville. 


STATEMENT OF HENRY Y. OFFUTT, SECRETARY, FIRST NATIONAL 
BANK TRUSTEES OF LOUISVILLE 


Mr. Orrutr. ] have no prepared statement to supplement that 
which has been presented to this committee in their hearings in July, 
but I would like to make an oral statement and pass you copies of our 
current statement of the holding company—not for the record but 
just on the possibility that you would like it. 

Senator Frrar. We are glad to have it, sir. 

You may proceed in the way that you think best, Mr. Offutt. 

Mr. Orrutr. [ am 1 of 7 trustees that administer a trust which was 
created in 1926, which will continue until 21 years after the last of 
those original trustors shall die. I am secretary of that trust. 

We hold in that trust the stock of 4 Kentucky corporations—or the 
stock of 3 Kentucky corporations and the National Bank. We have 
two banks, an insurance company, and an investment company. 

The testimony that has been presented in the past, and I do not 
think I will dwell too long on it, has to do with this investment com- 
pany, the First Kentucky Co. 

The First Kentucky Co. has not been forced to change its opera- 
tion by the Banking Act of 1933 or the Banking Act of 1935, It oper- 
ates- very much as an investment trust. I think the record is quite 
clear that it has been used to support the affiliated banks. 

For example, in the last 2 years, all the dividends that have been 
paid have been paid by the investment company. It has contributed 
capital throughout the years to support the growth of these banks. 
It has contributed services. And the record I am sure shows that it 
has been operated in the interest of the banks and in the public in- 
terest. It has been a pool and is a pool of liquid capital which at all 
times has been committed to the support of the banks. 

That is further evidenced by the fact that at times in the past it 
has guaranteed assets of the banks and taken over assets from them. 

Under the provisions of this bill, S. 2577, it is possible for a holding 
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company which is a corporation to maintain assets at the holding 
company level, assets which are represented by marketable securities, 
provided they conform to certain limitations. Specifically I am 
speaking of the provisions of S. 2577, section 4 (c) (5), which reads: 

The prohibitions of this section shall not apply to the ownership by a bank 
holding company of shares of any company which do not include more than 


5 percent of the outstanding voting securities of such company and do not have 
a value greater than 5 percent of the value of the total assets of the bank holding 


company. 

It clearly makes by that provision a distinction between investment 
and control. 

We would like to see section 4 (c) (5) amended so that, in addition 
to that provision, at the holding-company level the holding company 
may invest in readily marketable securities provided they do not in- 
vest more than 5 percent of their assets in those securities, do not 
hold more than 5 percent of the voting securities of any corporation, 
and have that not only apply at the holding-company level but apply 
to an afliliate—the same limitations to aie to an affiliate. 

As you will see in our case, as we have a voluntary trust, we are 
not even in a position to do at the holding-company level that which 
the bill provides. So that the amendment that we are asking for in 
no way changes the intent of the bill. 

As near as I can determine from a study of Webster and the Inter- 
national Dictionary, it really comes under the head of a technical 
amendment, 


We would like to have added to the provisions of section 4 (c) (5) 
the following: 


or to obligations of an investment company which is not a bank holding com 
pany, which is not engaged in any business other than investing in securities, 
and which securities do not include more than 5 per centum of the outstanding 
voting securities of any company and do not include any single asset having 
a value greater than 5 per centum of the value of the total assets of the bank 


holding company. 

This proposed amendment would conform §S. 2577 to the provisions 
of the Spence bill, H. R. 6227 as section 6 (c) (6). It is the same 
provision which was included in S. 1118 in the 83d Congress, 1st 
session, as section 6 (b) (6) and is the provision included in H. R. 
6504, 82d Congress, 2d session, as section 6 (b) (5). 

We greatly appreciate the courtesy of the committee in hearing our 
story again. I, of course, will be delighted to answer any questions. 
I tried to keep the statement very brief, 

Senator Frrar. I am sure we are appreciative of that fact. As you 
know, debate on this has extended over about 18 years. 

Senator Morse? 

Senator Morse. No questions. 

Senator Frear. Senator Capehart? 

Senator Carenart. No questions. I do not think I have been here 
long enough to ask any questions. 

Mr. Orrurr. I might add that there has been introduced as testi- 
mony before previous committees a statement from all of the banks 
operating in Louisville, which endorse our position with respect to 
this amendment. 

Senator Capruarr. If you will yield, I would like to ask a question. 
The Senate is going into session at 11 o’clock this morning under a 
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consent agreement to vote on the sugar bill. Does that mean we are 
going to recess here at 11 o’clock? 

Senator Frear. I am afraid the acting chairman of this committee 
cannot answer that question. Senator Robertson is due here right 
now, as a matter of fact. But I would suspect that we will not operate 
after 11 o’clock. 

Senator Capenart. I have to be on the floor at 11 o’clock. 

Senator Frear. We have one more witness. 

Senator Caprnarr. I have the first amendment coming up on the 
sugar bill, and I have got to be there. It is a consent agreement, and 
debate on each amendment is limited to 1 hour, and on the bill to 
2 hours. I do not see how we are going to be able to go on here beyond 
11 o’clock with any degree of satisfaction on this matter. 

I would like to suggest, if we cannot get finished with these wit- 
nesses, that we postpone their appearance to some future time. 

Senator Morse. Mr. Chairman, I want to join with the Senator 
from Indiana in that request. As the committee knows, the hearing 
was called on my urging and insistence, because I felt we owed it to 
the pertine to give them an opportunity to present their point of view 
on the amendments. 

I certainly am not going to support any quick hearing this morning, 
because I want these a to have adequate time to present the case. 

So I will join the Senator from Indiana in his proposal for a recess. 

Senator caine I hope we have a full day. When I say a “full 
day,” I am talking about 6 or 7 hours, I find this morning that Sena- 
tor Robertson, the author of the bill, is not even present himself. 

Senator Frear. I believe when the agreement was made last week 


that there was not the anticipation of the Senate going in at 11 o’clock. 


I am sure the Senators who made the request will be given considera- 
tion to extend the hearings. However, I think we can get along here 
now until 11 o’clock. 

Before you leave, Mr. Offutt, we have a visitor sitting here to my 
left this morning, the distinguished Senator from Kentucky, who I 
believe might have some interest in the problem—the amendment that 
you offered anyhow. 

Senator Barkley, you are extended the courtesies of this committee. 

Senator Barkiey. Thank you. I just sippee up here from the 
Finance Committee to present my friend, Mr. Offutt, from Kentucky. 
I got here too latetodothat. But I want to vouch for him completely 
as a man of outstanding ability and character and responsibility and 
information on the subject about which he testified. I have talked 
with him many times about it. 

The amendment which he suggests I understand is language that is 
in the House bill already, and it is desired that it be put in the Senate 
bill. That would obviate the necessity of offering it on the floor if 
the committee should take that action, but that is a matter for the 
committee itself. 

I would like to compliment the committee on the new arrangement 
of this committee room. I was a member of this committee for 22 
years, and we sat around a big table out there in the middle of the room. 
I think this is a much better arrangement, and I congratulate the com- 
mittee. I am sure that accounts in part for the improvement in the 
work that the committee has been doing in recent years. 
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Senator Frear. Senator Barkley, they have at least raised the stand- 
ing of the members of the committee by putting them up 8 inches. 

Senator Morse. Within the committee, Senator, there is some dif- 
ference of opinion with regard to the improvement of the work. 

Senator Barkiey. Well, in view of the composition of the commit- 
tee, that is perfectly natural. 

Thank you very much. Ihave to go back to the Finance Committee. 

Senator Frear. Thank you very much . 

Senator Capeuart. Where is your amendment? Do you have a 
copy of it? 

Mr. Orrutr. We had submitted this statement, through Senator 
Clements and Senator Barkley, to this committee before. Let me 
leave that with you. 

Senator Carenart. Just what does the amendment do? Maybe 
you have gone over that ground once before, but what does it do? 

Mr. Orrutr. Senator Capehart, Senate bill S. 2577 provides that a 
bank holding company may have at the holding company level invest- 
ment in marketable securities provided those investments are limited 
to not more than 5 percent of the total assets of the holding company 
and do not represent more than 5 percent of the voting securities of 
the corporation invested in, a distinction between investment and 
control. 

We have a business trust. One of the four corporations the stock of 
which is held in that business trust is a company that, for want of a 
better name, we will call an investment company. It is an investment 
trust. 

Senator Busu. A little louder, please. 

Mr. Orrvtr. I am sorry. 

What we would like is to have the Senate bill amended to contain 
the same provisions that are in the Spence bill and which are the same 
provisions that were in a proposed bill reported by the Senate Banking 
Committee-last. year, so that this investment-company affiliate may be 
continued as a holding in this trust, its investment policy being limited, 
as it presently is as a matter of fact, to not investing more than 5 
percent of the assets of the holding company in any one marketable 
security and not to own more than 5 percent of the voting stock of 
any corporation it may invest in. It does not change the intent of the 
bill. 

Senator Busu. How much of the company does the bank own? Of 
the investment company ? 

Mr. Orrvtr. Mr. Bush, in this trust there are 4 companies, 2 banks, 
this investment company, and an insurance company. All of the 
stock ef those four corporations is held in this trust with the exception 
of directors’ qualifying shares. So these four companies are wholly 
owned affiliates. 

Senator Busu. I am sorry, but I do not quite get the picture. The 
First National Bank of Louisville is a bank, is it not ? 

Mr. Orrutr. Yes, sir. 

Senator Busu. Do they own all of the stock of this investment 
company ? 

Mr. Orrurr. No, Mr. Bush. If you will permit me to go back, 
the stock of these four corporations, the First National Bank of 
Louisville, the Kentucky Trust Co., the First Kentucky Fire In- 
surance Co., and the First Kentucky Co., is held in a trust. 
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Senator Busu. I see. 

Mr. Orrutr. That trust was established in 1926, and there are 
some 700 participating interests in that trust. 

Senator Busu. That trust is classified as a holding company under 
present law ? 

Mr. Orrutr. Yes. That is so classified under the present. law and, 
of course, under the proposed law. 

Senator Busu. Under the Robertson bill? 

Mr. Orrutrt. Yes, sir. In the Robertson bill, there is, as I have 
said, permission to do at the holding-company level what we would 
like to do at the affiliate level. The amendment that we are pro- 
posing we consider a technical amendment, since it in no way changes 
the intent of the Robertson bill. 

The amendment we are proposing is the amendment which is con- 
tained in the Spence bill and the language is identical with language 
which has been offered to the Senate in past Congresses. 

Senator Busu. Does this trust have other assets besides these assets 
here ? 

Mr. Orrutr. No, sir. 

Senator Busu. This trust just owns these shares 

Mr. Orrvutr. Of the four affiliated companies. 

Senator Busn. And the 30,000 shares of First National, what per- 
centage of the First National is that? 

Mr. Orrutt. It is 100 percent of each, with the exception of direc- 
tors’ qualifying shares. 

Senator Busu. So the trust owns 100 percent 

Mr. Orrutr. Of the stock of four corporations. 

Senator Busn. Of which two are banks? 

Mr. Orrurr. One a fire insurance company 

Senator Busn. One is an insurance company, and what is that First 
Kentucky Co.? 

Mr. Orrutr. We speak of it as an investment company. It is 
analogous to a closed investment trust, very similar to the Lehman 
Corp. 

Sraetor Busn. How much diversified are its assets? 

Mr. Orrutr. Its assets are completely diversified. We have pre- 
sented a statement—— ; 

Senator Busu. Is that the company that is precluded from own- 
ing more than 5 percent of the stock of any other company ? 

Mr. Orrurr. It would be, yes, sir, under the proposed legislation 
if you accept our amendment. 

Senator Busu. What is the present situation of ownership? 

Mr. Orrutr. The present situation conforms to that proposal and 
has so conformed for many years. Let me hand you a statement of 
that company. 

Senator Busx. A statement of its assets and liabilities but not of 
its holdings is here. Can you give us an idea of the nature of the 
assets which it owns ? 

Mr. Orrurr. Yes, Mr. Bush, I can give you a detailed statement 
on them if I can pull it out of this bag. 

Senator Busn. What is the advantage, what is the particular rea- 
son for this relatively small investment company to be lodged in this 
trust? Why is it not distributed to the beneficiaries under the trust? 
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What is the idea of them having a small investment trust of this 
nature ¢ 

Mr. Orrurr. Well, I am delighted to have the opportunity of an- 
swering that question. This First Kentucky Co., which was incor- 
porated in 1926, has been operated consistently through its entire his- 
tory by investing its assets in a diversified list of marketable securi- 
ties quite comparable to that you see there. 

The consolidated operating statement of that company will show 
from 1926 down to date the following facts : 

There was $514 million of capital funds paid into that company. 
They have had something over $9 million of earnings before taxes 
and have paid something over $2 million of taxes. They have paid 
te the participants in the trust, these 700 participants in the trust, 
directly in the form of dividends $434 millions. And, in addition to 
that, they have paid into the capital of the affiliated bank and trust 
company some $2,456,000. 

The First National Bank, which has deposits of some $140 million, 
was in 1930 a $20-million bank, at which time it had capital of half 
a million dollars and surplus and undivided profits of about a million 
and a quarter. Since that time its capital funds have increased, as 
you will see on this statement, to where today it has capital surplus, 


and undivided profits of $11 million. And in addition to that there 
are valuation reserves, tax-paid valuation reserves, of $214 million. 
That has been accomplished in two ways—that increase of capital 
in the bank. The same thing can be said about the trust company. 
It has been done by direct payment by this affiliated First Kentucky 
Co. of dividends to the trust which in turn have been conveyed by 


the trustees to increase the capital funds of the bank. It has been 
done directly by subscription to half of the capital stock of the First 
National Bank from funds of this affiliated investment trust, which 
in turn was conveyed as a dividend in kind to the trustees and is still 
held by them. 

And in addition to that, you might say by indirection, the affiliated 
company has enabled the bank to increase its capital funds by enabling 
the bank to pay no dividends, and in the last 2 years the bank has 
paid no dividends. Prior to that time the dividends for several 
years—dividends paid by the bank and the trust company—have been 
nominal in relation to their earnings. Their earnings have been ac- 
cumulated to accumulate capital funds to support the business. Dur- 
ing that time dividends to these participating shareholders in. the 
trust have been continued and paid by this affiliate, the First Ken- 
tucky Co. 

Senator Busu. Let me ask you this question: What is the objection 
to the trustees distributing the stock of this investment company in 
kind? What is the difference? Why should they want to continue to 
own an investment company along with the banks, and so forth? Why 
do they not distribute it to the beneficiaries under the trust? Why 
should they have to have a special law passed by the Congress of the 
United States to permit them to continue to own this particular small 
investment company ? 

Mr. Orrurr. Weil, in the—— 

Senator Busu. There must be some very big objection, but I would 
like to know what it is. 
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Mr. Orrutt. In the first place, Mr. Bush, I do not think we are ask- 
ing for special legislation. The present Banking Act provides for 
the accumulation and investment of reserves at the holding company 
level for the support of the affiliated banks. This bill that you are con- 
sidering, the Robertson bill, S. 2577, provides that a holding company 
may accumulate readily marketable assets at the holding compan 
level within certain limitations—these 5 percent limitations which 
we have been discussing. And that, of course, is quite consistent 
with the record, the history of holding company tepidletion which in 
all of its principles has attempted to bring unusual quality and an 
unusual amount of capital funds in support of the affiliated banking 
groups. 
~ That philosophy is present in this bill, and we are not asking for any 
special legislation whatsoever as we see it. All we are asking is lack 
of discrimination, because you say in this bill that you may do this at 
the holding company level. We are a business trust and have definite 
restrictions on what we can do at that holding company level. We are 
asking for an amendment to this bill which will provide that an affili- 
ated company may do what the bill says you may do at the holding 
company level. 

And that is consistent with the provisions of a number of other bills 
which have been introduced in the past. 

I hope that answers your question. Maybe I am 

Senator Busu. Well, it answers it, but this is a very peculiar situa- 
tion—I mean not in any unkind sense—— 

Mr. Orrutr. No. 

Senator Busu. It is very different from anything that I have come 
across in a long, long time. 

Senator Rosertson. Mr. Offutt, you, of course, know my very warm 
friendship and high regard for the entire House delegation from 
Kentucky. You know my friendship and regard for the two Senators 
from Kentucky. You know how willing I have been at all times to 
either correspond with you or to see you in my office in discussion of 
your peculiar problem. You testified I believe and presented your 
case on the House side. You testified and presented your case on the 
Senate side. I agreed that you could present it the third time. 

As far as I can tell, you have never varied your position about this 
matter in any of these hearings. 

Mr. Orrutr. No; that is correct, sir. 

Senator Roperrson. You have told us three different times just what 
your problem was and what you want done with it. Are you satisfied 
now that you have had a full hearing? 

Mr. Orrutt. I have been previously satisfied. 

Senator Rosertson. Thank you, sir. Unless there are further ques- 
tions, that is all, and we thank you. 

Mr. Orrurr. Thank you. 

Senator Roserrson. I understand the Senator from Indiana wants 
to call back Mr. Sibley if he is present. 

Senator Capgenarr. Yes, Senator Beall has a number of qvestions 
he would like to ask Mr. Sibley. 

Senator Bratu. Mr. Chairman, I would like to ask Mr. Sibley some 
gpeatqa? if I may. I am sorry I was not here. Will you call him 

ck? 


73456—56—pt. 2-—3 
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Senator Rogertson. I will call him if he is here. 
Mr. Ststey. Iam here. 
Senator Roserrson. You may proceed. 


STATEMENT OF JOHN A. SIBLEY, CHAIRMAN OF THE BOARD, TRUST 
COMPANY OF GEORGIA, AND CHAIRMAN OF THE BOARD, TRUST 
COMPANY OF GEORGIA ASSOCIATES—Resumed 


Mr. Ststey. I am sorry I got through before many of the committee 
were here. 

Senator Bratz. Mr. Sibley, I apologize that I was not here when 
you were here. I hada couple of questions to ask, to get it in the record 
more than anything else. ; 

As I understand your situation, the Trust Company of Georgia, 
which is a bank, owns the entire capital stock of the Trust Company 
of Georgia. Isthat correct? 

Mr. Ststey. Associates. 

Senator Bratt. You have six national banks in which you have 
an interest ¢ 

Mr. Ststey. Yes, sir. 

Senator Braun. And all the stock of the Trusco Finance Co.? You 
own that? 

Mr. Srstey. Yes, sir. 

Senator Beaty. You are concerned because you do not want to divest 
certain shares you have in the Coca-Cola Co.? Is that right? 

Mr. Sister. Yes, sir. 

Senator Bratt. You do have shares ¢ 

Mr. Ststey. Yes, sir. 

Senator Bratt. In your case both the Trust Company of Georgia 
and Trust Company of Georgia Associates are holding companies. 
Is that not correct? - 

Mr. Sistey. That is correct. 

Senator Bratt. The Trust Company is the oe holding company, 
and Trust Company Associates is the intermediate ? 

Mr. Ststey. Yes, sir. 

Senator Brau. In addition to the six banks, your holding company 


owns a finance company which makes loans on automobiles and house- 
hold appliances, et cetera ? 


Mr. Stptey. Yes, sir. 

Senator Bratt. Does the Trust Company of Georgia own the Coca- 
Cola Bottling Co. of Lincoln, Nebr. ? 

Mr. Ststey. Yes; under a foreclosure. 

Senator Beaty. Under what? 

Mr. Ststey. Under foreclosure. 

Senator Breaux. So that 


Mr. Ststey. That was recently acquired because of default in pay- 
ment. Justa matter 


no Bratt. You do have then, nonbanking holdings—other than 
vanks ? 


Mr. Sister. Yes. 
Senator Bratt. Nonbanking. I have before me a clipping from 


the Atlanta Journal of January 11, 1956, setting forth the report of 
condition of Trust Company of Georgia and its affiliates. 
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Mr. Sretey. I have a copy here. Let me identify one I know is 
correct, if you do not mind. 

Senator Brawn. All right. Mr. Chairman, I would like to put this 
in the record if I may. 

poe Rosertson. Without objection, it may be included in the 
record. 


(The newspaper clipping referred to follows :) 


[The Atlanta Journal of January 11, 1956) 


REpoRT OF CONDITION OF TRUST COMPANY OF GEORGIA, OF ATLANTA 2, 
Futon County, Ga. 


at the close of business December 31, 1955, a State banking institution organized 
and operating under the banking laws of this State and a member of the Federal 
Reserve System. Published in accordance with a call made by the State bank- 
ing authorities and by the Federal Reserve Bank of this district. 


ASSETS 


. Cash, balances with other banks, including reserve balance, 
and cash items in process of collection 
U. S. Government obligations, direct and guaranteed 30, 078, 921. 91 
. Obligations of States and political subdivisions 12, 979, 486. 88 
Other bonds, notes, and debentures 121, 241. 00 
Corporate stocks (including $300,000 stock of Federal Re- 
serve Bank 300, 000. 00 
. Loans and discounts (including $1,314.38 overdrafts) 90, 287, 797. 64 
. Bank premises owned $2,735,357.29, furniture and fixtures— 


Poon oe 


am 


2, 735, 357. 29 
1, 392, 863. 50 


& & 


186, 134, 572. 26 


112, 969, 873. 57 


8, 144, 659. 13 
. Deposits of U. 8. Government (including postal savings)... 3, 527, 621. 59 
. Deposits of States and political subdivisions 18, 933, 826. 11 
. Deposits of banks 26, 138, 234. 68 
. Other deposits (certified and officers’ checks, etc.) _...-.-- 2, 928, 595. 91 


‘ Total deposits 167, 642, 810. 99 
3. Other liabilities. 2, 777, 210. 68 


Total liabilities 170, 420, 021. 67 


25. 

26. 

27. Undivided profits . 
28. Reserves (and retirement account for preferred capital)_....__ 1, 243, 810. 36 
29.Total capital accounts 15, 714, 550. 59 


30. Total liabilities and capital accounts 186, 134, 572. 26 





32 CONTROL OF BANK HOLDING COMPANIES 


MEMORANDUM 


31. Assets pledged or assigned to secure liabilities and for other 
purposes 
*This bank’s capital consists of: Common stéck with total par value of $4,000,000. 
I, Steve H. Bomar, vice president and treasurer of the above-named bank, 
hereby certify that the above statement is true to the best of my knowledge 
and belief. 
Sreve H. Bomar, 
Vice President and Treasurer. 
Correct—Attest : 
Cuas. H. CANDLER, 
IvAN ALLEN, 
J. H. Lepsertrer, Directors. 
STATE OF GEORGIA, 
County of Fulton, ss: 


Sworn to and subscribed before me this 5th day of January, 1956. 


{ SEAL] Betty TIDWELL, 
Notary Public, Fulton County, Ga. 
My commission expires October 5, 1957. 


REPORT OF AN AFFILIATE 


of a bank which is a member of the Federal Reserve System, published in 
accordance with the provisions of the Federal Reserve Act. 


(Report as of December 31, 1955) 


Trust COMPANY oF GEORGIA ASSOCIATES, ATLANTA, GA, 


which is affiliated with Trust Company of Georgia, Atlanta, Ga. 
Kind of business of this affiliate: Holding company. 
Manner in which above-named organization is affiliated with member bank, 


and degree of control: 

Trust Company of Ceorgia owns the entire capital stock of the Trust Com- 
pany of Georgia Associates. 

Financial relations with bank: 


Stock of affiliate registered in name of affiliated bank or known to be 
owned by bank directly or indirectly (par value) 

Borrowings from affiliated bank, including acceptances executed by 
affiliated bank for account of affiliate and securities sold to affiliated 
bank under repurchase agreement 


I, Steve H. Bomar, vice president and treasurer of Trust Company of Georgia 
Associates, do solemnly swear that the above statement is true, to the best of 
my knowledge and belief. 


Steve H. Bomar, 
Vice President and Treasurer. 


Sworn to and subscribed before me this 5th day of January, 1956. 


Berry TIDWELL, 


Notary Public, Fulton County, Ga. 
My commission expires October 5, 1957. 


REPORT OF AN AFFILIATE 


of a bank which is a member of the Federal Reserve System, published in accord- 
ance with the provisions of the Federal Reserve Act. 


(Report as of December 31, 1955) 
Trusco FINANCE Co., ATLANTA, Ga. 


which is affiliated with Trust Company of Georgia, Atlanta, Ga. 
Kind of business of this affiliate: Finance company making loans on automo- 
biles, household appliances, farm equipment, etc. 
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Manner in which above-named organization is affiliated with member bank, 
and degree of control: 


Trust Company of Georgia owns the entire capital stock of Trust Company of 
Georgia Associates, who in turn own the entire capital stock of Trusco Finance 


% 


Financial relations with bank : 


Stock of affiliate registered in name of affiliated bank or known 
to be owned by bank directly or indirectly (par value) $400, 000 


I, W. C. Durden, president of Trusco Finance Co., do solemnly swear that the 
above statement is true, to the best of my knowledge and belief. 
W. C. Durpen, President. 
Sworn to and subscribed before me this 5th day of January 1956. 


EMMA Dean AYERS, 
Notary Public, Georgia, State at Large. 


My commission expires February 8, 1958. 


REPORT OF AN AFFILIATE 


of a bank which is a member of the Federal Reserve System, published in accord- 
ance with the provisions of the Federal Reserve Act. 


(Report as of December 31, 1955) 
Coca-CoLta Borriine Co., or LINCOLN, NEBR. 


which is affiliated with Trust Company of Georgia, Atlanta, Ga. 

Kind of business of this affiliate : Coca-Cola bottler. 

Manner in which above-named organization is affiliated with member bank, 
and degree of control: Trust Company of Georgia owns the entire capital stock 
of the Coea-Cola Bottling Co., of Lincoln. 

Financial relations with bank: 


Stock of affiliate registered in name of affiliated bank or 
known to be owned by bank directly or indirectly (par 
value) 
Borrowings from affiliated bank, including acceptances exe- 
cuted by affiliated bank for account of affiliate and securi- 
ties sold to affiliated bank under repurchase agreement____ $405, 078. 21 


I, W. N. Cochran, president of The Coca-Cola Bottling Company, of Lincoln, 
do solemnly swear that the above statement is true, to the best of my knowledge 
and belief. 


W. N. Cocuran, President. 
Sworn to and subscribed before me this 6th day of January 1956. 


JAMES A. PATRICK, 
Notary Public, Georgia, State at Large. 


My commission expires May 29, 1958. 


Mr. Sretey. Here is our annual report, and there is a statement. 
Senator Bratt. Thank you. Mr. Chairman, may I put these in 

the record too, please ? . 
Senator Rogerrson. Without objection. 
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(The annual report and statement referred to follow :) 


Tue Sixty-FirtH ANNUAL REPORT TO THE SHAREHOLDERS OF THE Trust Co. or 
GrorGIA, ATLANTA, GA. 


Trust Co. of GEORGIA, 
Atlanta, Ga., January 10, 1956. 
To the 65th annual meeting of stockholders: 


I, EARNINGS AND OPERATIONS 


Trust Co. of Georgia and Trust Co. of Georgia Associates 


Trust Co. of Georgia and its wholly owned subsidiary, Trust Co. of Georgia 
Associates, for the year 1955 experienced the highest earnings in their history. 

The consolidated net earnings after taxes of Trust Co. of Georgia and its 
wholly owned subsidiary, Trust Co. of Georgia Associates, for the year ending 
December 31, 1955, were $2,132,105.05* as compared to $1,916,798.81 for the 
previous year. 

The banking department, the trust department, the factoring department, and 
the bond department all contributed substantially to these record earnings. 

Federal income taxes for Trust Co. of Georgia and Trust Co. of Georgia Asso- 
ciates for 1955 were $1,066,000 as compared to $989,000 for the year 1954. 

Regular dividends of $800,000 were declared, and an additional $80,000 was 
declared as a year-end dividend. $1,071,610.56 was added to undivided profits 
of the trust company during the year. All known losses have been charged off 
and reserves provided for any future losses. 

Year-end balance sheets of Trust Co. of Georgia and the six affiliated banks 
accompany this report, as well as comparative income statements of Trust Co. 
of Georgia and Trust Co. of Georgia Associates. 

The high level of business activity created an unusually brisk demand for 
loans, and the employment of funds by the banking department and the factoring 
department was the highest in the history of the trust company. 

As of December 31, 1955, the total loans and discounts were $90,286,483.26 as 
eompared to $74,352,874.69 at the end of the previous year, an increase of $15,- 
933,608.57 or 21.4 percent. 

During this period of strong demand for loans, the trust company has met the 
requirements of its customers for sound credit. Our adequate banking capital 
and our capital reserves of nonledger investments place us in a uniquely strong 
position to do so. 

Our United States Government bond portfolio of $30 million has an average 
maturity as of January 1, 1956, or 32% months. The respective maturities are 
shown on the following schedule: 


3onds maturing in— 


These bonds are carried on the books of your company at cost less amortization, 
or a total of $30,061,708.56. 

Due to the increase in money rates since the bonds were purchased, the 
market value of the bonds as of December 31, 1955, was approximately $485,000 
less than the book value. In addition, the bond department’s inventory of United 
States Government bonds amounted to $17,650 principal amount. 

The bonds, if held until maturity, will, of course, be paid by the Government at 
full face value without loss to your company. 

The municipal bond portfolio of the bank amounts to $2,981,434.83 book value 
with a market value as of December 31, 1955, of $2,963,078.93—$18,355.90 below 
the book value. 

The bond department’s inventory of municipal bonds as of December 31, 1955, 
amounts to $9,998,052.05 and is carried on the books at cost or market value, 
whichever is lower. 


1 Included in these earnings is $91,372.08 bond profits after taxes. 
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Affiliated banks 


Combined earnings of our 6 affiliated banks, the First National Bank & Trust 
Company of Augusta, the Fourth National Bank of Columbus, the First National 
Bank & Trust Company in Macon, the First National Bank of Rome, the Liberty 
National Bank & Trust Company of Savannah, and DeKalb National Bank of 
Brookhaven, after reserve for taxes and losses were $825,723 for the year ending 
December 31, 1955, as compared to $1,046,522 for 1954. As pointed out in last 
year’s annual report, the 1954 earnings included substantial bond profits 
after applicable taxes. The operating earnings for the year 1955 are approxi- 
mately 9.75 percent ahead of operating earnings of 1954, exclusive of bond trans- 
actions. Of the 1955 combined earnings, approximately $628,000 was attributable 
to the stock owned by Trust Company of Georgia Associates, and approximately 
$197,000 was attributable to the minority interests. Dividends paid by the 
affiliated banks in 1955 totaled $278,500 as compared to $249,000 in 1954, and 
$547,223 was added to undivided profits and reserves. Of the combined dividends 
paid, Trust Company of Georgia Associates received $211,853 and the minority 
stockholders received $66,647. 


Trusco Finance Oo. 


Net profits after reserves for losses and taxes for Trusco Finance Co. for 
the year ending December 31, 1955, were $201,426 as compared to $213,913 in 
1954. The entire earnings were added to surplus and at December 31, 1955, net 
worth of this wholly owned subsidiary of Trust Company of Georgia Associates 
stood at $1,927,756. Collections for the year have been good, and delinquencies, 
repossessions, and losses continue in a normal range. 

During the first half of 1955 Trusco Finance Co. had a substantial increase 
in its purchases of retail automobile paper. 

By midyear the pressure to sell automobiles became very great. It was not 
unusual for cars to be sold upon terms of a small downpayment with 36 months 
to meet the balance of the purchase price in monthly installments. 

The management of Trusco Finance, believing that the time had arrived for 
finance companies to impose voluntary restraints upon the credit terms upon 
which automobile finance paper was purchased, became more selective in the 
paper that was purchased by that company. At least 33144 percent downpayment 
with a maximum of 30 monthly payments for the balance in the case of new 
cars, and shorter monthly payments for used cars, were required. These terms 
are generally adhered to with a minimum of exceptions where outside credit 
considerations may properly govern the transaction. 

Since that time Trusco Finance Co. has had a material drop in the volume of 
new retail business, and a marked downward trend in that volume continues. 
We believe that overextension and excessive use of credit in this field will have 
an adverse effect upon all concerned, and that the more conservative terms upon 
which Trusco Finance Co. purchases paper, in the long run, will prove helpful 
to the manufacturer, dealer, and the purchaser of the car, as well as safeguard 
our economy. 


II, COMMON TRUST FUND AND INVESTMENT SERVICE 


Our common trust fund, which was established over 11 years ago, has proven 
a most effective medium for making complete trust-investment service available 
to our smaller trust accounts. The common trust fund makes it possible for the 
smallest trust account to obtain advantages of a broadly diversified investment 
portfolio which otherwise would be available only to the larger trusts. As of 
December 31, 1955, 495 trusts were invested in whole or in part in the common 
trust fund, which had a market value in excess of $15 million. 

Common trust funds are also serving a useful purpose in the trust departments 
of two of our affiliated banks. The First National Bank & Trust Co. in 
Macon established its fund in February 1952 and the Liberty National Bank & 
Trust Company of Savannah started its fund in August 1952. Both funds are 
a a worthwhile contribution toward a broader trust service in the areas 
served. 

During recent years there has been a steadily increasing interest in investment 
advisory service of the trust company. A large number of institutional endowment 
funds as well as private ‘ndividuals have established agency and trust accounts 
primarily to obtain the benefit of our investment advice. During 1955 we re- 
ceived the largest number of new accounts within these categories in the history 
of our trust department, which is evidence of the increasing interest in and the 
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value of this important form of trust service. The estimated value of will ap- 
pointments this year was also the largest ever recorded. 


Ill. EXPANSION AND IMPROVEMENTS 


We opened the eight-story Motor Bank on Edgewood Avenue on April 29, 1955. 
In addition to all-weather banking facilities for the motorist, the Motor Bank 
building provides parking spaces for automobiles, storage for tenants of our 
main building, and some office space for our own use. Acceptance and use by the 
public of the Motor Bank has been most pleasing, and the number of automobile 
and other customers using the Motor Bank has increased every month. On 
December 30, the last business day of the year, the Motor Bank served 593 
customers. 

For the greater convenience of our customers, we purchased ample land in 
the southwest part of the city with a view of opening a branch office in that 
important area of Atlanta. 

During the year our affiliate in Columbus, the Fourth National Bank, increased 
its capital by the sale of 10,000 additional shares of capital stock at $29 per 
share, which was offered on a pro rata basis to its shareholders, thus adding 
$290,000 to capital funds. Late in November, the Fourth National Bank of 
Columbus also occupied its new building, an outstanding landmark in the growth 
of that institution, and the bank building also provides air-conditioned office 
space for that rapidly growing city. 

Due to the continued expansion of the business of our affiliate in Macon, the 
First National Bank & Trust Co., the directors of the bank have recommended 
that the shareholders approve at their annual meeting on January 11, 1956, the 
issuance of 17,500 new shares of $10 par value stock to be offered pro rata to 
the shareholders at $35 per share, thus adding an additional $612,500 to capital 
funds. 

Our affiliate, the Liberty National Bank & Trust Company of Savannah, com- 
pletely air-conditioned its 10-story building, thus becoming the first major office 
building in Sayannah to be fully air conditioned. 


IV. CONDITIONS AND OUTLOOK 


The Nation’s economy in 1955 enjoyed the most active year in its history. Early 
in the year business was well on the road to recovery from the mild setback of 
1954, and gains later in the year carried most measures of economic activity above 
their 1953 peaks. A sharp rise in capital expenditure programs by private in- 
dustry is especially encouraging as an indication of the confidence that our 
business leaders have in the Nation’s future growth and development. 

The State of Georgia in 1955 had economic gains even greater than those of 
the Nation as a whole. The State’s factories paid out 14 percent more in wages 
and salaries than a year earlier (as compared with a United States increase of 
about 10 percent), and the State’s farmers took in cash receipts about 10 percent 
more than in 1954 (as compared with a United States decrease of 3 percent). 
The improvement in agricultural income in Georgia, of course, is explained in 
part by recovery from the severe drought conditions of 1954. 

The high level of business activity—both nationally and locally—has brought 
with it strong and diversified demands for bank credit. Total loans of the 
Nation’s commercial banks are currently about $12 billion (17 percent) higher 
than 4 year ago, with large increases reported for installment credit and mort- 
gage credit as well as for ordinary business loans. 

Credit has properly been called the lifeblood of business, and it is the responsi- 
bility of the banking system to meet the legitimate credit needs of the area 
served. When credit is extended too generously, however, to an economy already 
operating at virtual capacity the inevitable result will be an inflationary develop- 
ment that will depreciate the purchasing power of our currency. It is with this 
in mind that we commend the policy of the Federal Reserve authorities of acting 
vigorously to restrain the granting of excessive credit. 

Two factors in the economic situation need to be carefully watched and accu- 
rately appraised, to wit: The generally depressed farm prices in which the income 
and buying power of our great farm population have been materially curtailed 
at a time when prices of the things the farmer purchases have increased. Sec- 


ondly, the rapid expansion of private debt as the outgrowth of installment. 
buying. 
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The large farm surpluses, especially the food and other perishable products, 
which have been accumulated by the Government and which in part are respon- 
sible for the plight of the farmer, should be disposed of in those areas where 
such goods are scarce and are needed for consumption. We have been too hesi- 
tant in dealing with this problem. 

The device of installment buying, when kept within the means of the purchaser, 
is of great value to the orderly expansion of our economy and to making avail- 
able to our people the conveniences of life, but when indulged in excessively or 
abused can have serious, if not disastrous, effects upon the entire economy. 


Vv. COOPERATION IN THE DEVELOPMENT OF GEORGIA’S RESOURCES 


Forestry program 

Trees are a renewable or creatable raw material. Georgia has great wealth 
in trees today and even greater potential wealth for the future. 

At the October meeting the board of directors of Trust Company of Georgia 
appropriated $50,000 to be used during the next 2 or 3 years to promote forestry 
and the development of forestry resources in the State of Georgia. 

The funds will be used to employ a forester by the State board of vocational 
agricultural education, in conducting summer schools for vocational teachers 
by the School of Forestry of the University of Georgia, and toward the purchase 
of 100 tracts of land to be given to and to be used by 100 high schools in the State 
for demonstrations in forestry methods and practices and school forestry nature 
and conservation laboratories. The contribution of the Trust Company of Georgia 
of $250 per tract will be conditioned in each case on the remaining funds required 
to purchase these tracts being secured locally. The entire program is under the 
direction and supervision of the State board of education. 

The forestry program of the bank is meeting with a most hearty reception 
by school officials in Georgia. It has been commented on most favorably by 
school officials in other States and in some of the leading universities of the 
Nation. 

The State and Federal forestry officials, as well as officials of the wood-using 
industries, have been equally favorable in their comments on the program. 

We have every assurance that under the guidance and control of our educa- 


tional forces the program will be a success and will contribute greatly to the 
development of our forest resources. 


Robert Strickiand agricultural memorial awargd 


Nineteen hundred and fifty-five marked the eighth consecutive year that Trust 
Company of Georgia has made the Robert Strickland agricultural memorial award 
to give recognition to the bank in the State that renders each year the most dis- 
tinguished service to agriculture. To date the following banks, in the order 
listed, have received the award: The First National Bank in Waycross; the 
Farmers Bank, Monroe; First National Bank of Cartersville; Bank of Screven 
County, Sylvania ; the Commercial National Bank, Cedartown; Washington Loan 
& Banking Co., Washington; Citizens Bank, Vienna; and the First National 
Bank, Thomson. 

While this award has been sponsored for 8 years by Trust Company of Georgia, 
the bank has no voice in the selection of the winner. The award includes a bronze 
plaque for the winning bank and a $2,000 scholarship for study in agriculture. 
The First National Bank of Thomson selected William L. Howard, Dearing, Ga., 
to study agriculture under the scholarship. 

The banks that have been recipient of the award have organized a Robert 
Strickland Agricultural Memorial Award Club, which meets annually in con- 
junction with the annual meeting of the convention of the Georgia Bankers’ Asso- 
ciation. The club members at their 1955 meeting contributed $100 each to pro- 
vide 2 scholarships for 1955 for 2 students taking agricultural economics at the 
Unversity of Georgia. The club members will determine each year the policy 
toward continuing the club scholarships from year to year. 

The activities and records of the banks selected to receive the award each year 
and the records of the 7 boys and 1 girl receiving the agricultural scholarship 
demonstrate that the program is stimulating greater interest in agriculture and 
agricultural credits by the financial institutions of the State. 


Magazine of the Screen 


As part of our educational program we sponsored a monthly motion-picture film 
known as The News Magazine of the Screen. This is distributed each month 
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during the school year through the State department of education. There are 
now about 225 high schools which show the film regularly and an estimated 
101,000 students who see each film. In addition, the films are shown to private 
schools, colleges, churches, and civie groups. An average of 15,000 students and 
adults sees the pictures in this way. The State Department of Education of 
Georgia possesses one of the finest film libraries of any State in the Nation, and 
the collection of films originating from The News Magazine of the Screen makes 
a valuable addition to this splendid library. 


VIL. STATEMENT OF POLICY 


Trust Company of Georgia comes within the legal definition of a bank hold- 
ing company by virtue of the ownership of its wholly owned subsidiary, Trust 
Company of Georgia Associates, which in turn owns the majority of stock in a 
bank in each of the following regional cities: Augusta, Columbus, Macon, Rome, 
and Savannah. 

We have refrained from purchasing stock of banks in many localities in 
Georgia, although we have ample means and have had opportunity to do so. 

It is our belief that the financial interests of the local communities and the 
State as a whole can best be served by a banking system which has strong regional 
banks in the larger cities that cooperate with independently owned local banks 
in meeting the financial needs of local communities. 

It is the policy of Trust Company of Georgia and its regional affiliated banks 
to develop a helpful correspondent relationship with locally owned independent 
banks and not to enter into competition with such banks by buying into or 
establishing, directly or indirectly, competing local banks. 


VII. TRUST COMPANY FAMILY 


Our profit-sharing plan has now been in operation for 2 years. During this 
time, the participating companies, Trust Company of Georgia, Trust Company 
of Georgia Associates, and Trusco Finance Co., have paid $481,698.83 for the 
benefit of eligible participants. Eligible participants received 10.55 percent 
of compensation in 1954 and 11.62 percent of their compensation in 1955. The 
participants have elected during the 2 years to have $240,224.99 invested under 
the provisions of the plan. Including dividend income, the present value of 
the securities in the trust amounts to $254,970, an increase of 8.7 percent. 

It is gratifying that more than#2 percent of our eligible personnel elected to 
have their profit share invested in the trust. This is indicative of the desire 
of many of our staff, through the trust feature of our profit-sharing plan, to 
accumulate a retirement fund. 

We end 1955 with 553 members of the trust company family. This is an 
increase of 17 over the year 1954. 

Our wage and salary structure was adjusted upward on November 1, 1955, 
in the lower levels of pay at annual cost of $70,000, and correspondingly all job 
grades were increased by one step. 

We are grateful for the cooperation of our directors and to each member of 
the Trust Company of Georgia family for his cooperation and unified effort 
during the past year. The strong loyalty and genuine attachment for the trust 
company by all members of our organization is largely responsible for our 
progress and success. 


Respectfully submitted. 
JouN A. SIBLey, 
Chairman. 
MARSHALL B. HALL, 
President. 
Wit11AM 8. Woops, 
President, Trust Company of Georgia Associates. 
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Consolidated income—Consolidated income of your company, and its wholly 
owned subsidiary, Trust Company of Georgia Associates, for the year ending 
Dec. 31, 1955, as compared with 1954, and the disposition thereof 


Gross income: 
Trust Company of Georgia 
Trust Company of Georgia Associates (Inc,) ! 


Total gross incom 
Operating expense dineluding State and local property taxes) - - 


Net income before Federal income tax 
Reserve for Federal income tax 


Net income 
Dividends 
Added to undivided profits accounts: 


Trust Company of Georgia 
Trust Company of Georgia Associates..................-..------___. 


Total to undivided profits 





1955 


$7, 899, 266. 03 
420, 355. 89 


2 8, 319, 621. 92 


5, 121, 516. 87 


3, 198, 105. 05 


1, 066, 000. 00 


2, 132, 105. 05 


$7, 033, 227. 23 
512, 514. 93 


3 7, 545, 742. 16 
4, 639, 943. 35 


2, 905, 798. 81 
989, 000. 00 


1, 916, 798. 81 





880, 000. 00 


1, 071, 610. 56 | 


180, 494. 49 


1, 252, 105. 05 
2, 132, 105. 05 


800, 000. 00 
977, 503. 09 
139, 205. 72 


1, 116, 798. 81 
1, 916, 798. 81 





1 Does not include undistributed earnings of affiliated banks applicable to shares owned by the Trust 
Company of Georgia Associates or of its — owned subsidiary, Trusco Finance Co 


2 Included is $121,829.38 from bond profi 


8 Included is $147, ‘251.28 from bond — ‘and $100,000, Ist dividend paid by Trusco Finance Co. 


Condensed statement of condition, Dec. 


ASSETS 


Cash on hand and due from other banks 
J. 8S. Government obligations 
Municipal bonds 

Other securities 


Loans and discounts 

Overdrafts 

Banking houses 

Customers liability on acceptances and letters of credit 
Accounts receivable and accrued interest 

Prepaid expenses and other assets 


Capital 
Surplus 
Undivided profits 


Reserve for contingencies 

Reserve for expenses, taxes, etc 
Acceptances and letters of credit 
Accounts payable, unearned interest, ete 


Deposits (including U. 8. Treasury tax and loan accounts’) ___- 


required by law 
2U. S. Treasury tax and loan accounts, $3,127,763.07. 


$1, 1955 


$48, 238, 904. 04 


$30,078, 921. 91 
12, 979, 486. 88 
21, 241. 


43, 479, 649. 79 
90, 286, 483. 26 


1, 314. 38 

2, 735, 357. 29 
488, 926. 92 
1, 113, 653. 56 
279, 208. 94 


186, 623, 499. 18 


$14, 470, 740. 23 


1, 243, 810. 36 
1, 450, 432. 30 

488, 926. 92 
1, 326, 778. 38 


167, 642, 810. 99 


186, 623, 499. 18 


Assets pledged to secure public funds (including U. S. Treasury 
tax and loan accounts), trust balances and other liabilities as 


22, 599, 934. 17 
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Senator Beaty. You have more or less an unusual setup in that a 
bank owns a holding company and a bottling company, and the latter 
holding company owns control of six banks and a finance company ? 

Mr. Sretey. Yes. 

Senator Bratt. But you want to be exempted from the bill. I just 
wonder why. 

Mr. Sister. Here is the reason. The funds that we own independ- 
ent of our banks are funds that we accumulated during a time in which 
we were in the underwriting business and accepted as fees in 1919, 
1920, and 1921. Coca-Cola is the main asset that we have. 

Those assets support our banking capital. We have a bankin 
capital of some $15 million, capital, surplus, undivided profits, ind 
other miscellaneous things. 

These assets that we accumulated long prior to the Banking Act of 
1933 were accumulated in the ordinary course of business that we were 
allowed to do at that time. We have held them as investments, and 
we have held them as secondary capital ioe’ our main capital. 

As I said a moment ago, before you gentlemen came in, we loaned 
this year, during the period of time that there was such a tremendous 
demand for loans, $95 million, with about $170 million of deposits. 
We could not have done that if we had not been in a very strong 
capital position. 

o make us divest these assets that we have accumulated during 
the period of time long prior to any banking act and during a period 
of time in which we have not traded in them at all, They have gone 
up and turned out to be a very magnificent investment. They stand 
there as secondary capital to support our operations. We feel that 
that is a very healthy thing. e feel that is a very necessary thing. 

Senator Busu. What are the capital and surplus of the bank? 

Mr. Sretey. Capital, surplus, and undivided profits are between 
$14 million and $15 million. 

Senator Busu. What are these other assets you spoke of ? 

Mr. Sretey. Those assets, taking both the assets that are held by 
the Trust Company of Georgia and the assets that are held hy the 
holding company, that is, the nonbanking holding company, are some- 
thing over $10 million, not including some miscellaneous assets that 
came along, and not including the value of the bank stock. 

Senator Bus. Does that mean in the $14 million of capital and 
surplus funds that over $9 million 

Mr, Srstey. Not a cent of it. We have written that off. It does 
not appear on the statement at all. 

Senator Busu. Sir? 

Mr. Statey. None of that appears on our statement. 

Senator Busn. None of these assets? 

Mr. Srstey. None of those assets appear as part——— 

Senator Busu. They do not appear at all? 

Mr. Ststey. They do not appear at all. 

Senator Busu. But they are worth—— 

Mr. Ststey. They are worth somewhere in the neighborhood, taking 
all of our assets that we accumulated in the twenties, in view of the 
market—it turned out to be a good investment—somewhere in the 
neighborhood of our banking assets, which gives us a tremendously 
strong position in doing a banking business. 
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Senator Busu. Just to get that clear, your capital and surplus funds 
you estimate around $14 million ? 

Mr. Srptey. Yes, between $14 million and $15 million. Around 
$15 million. 

Senator Busu. You estimate the value of these Coca-Cola and other 
holdings as being another $14 million approximately ? 

Mr. Siptey. | would say taking that together with the bank stock 
that we own would be somewhere in that same neighborhood, yes. 

Senator Busu. If you were to be compelled to liquidate them, you 
would expect to realize in the order of $13 million or $14 million ? 

Mr. Srstey. Yes, and that leads me into a question here that I think 
is very important from a standpoint of legislation. The great thing 
that banks are going to be confronted with today is the question of 
having sufficient capital to carry on this dynamic economy, if it re- 
mains dynamic, You have got to have that. 

I pointed out just before you came in that banks are under two 
handicaps. No. 1, industry pays better wages than banks can pay, 
which always gives a management problem. No. 2, investments have 
more attraction in other fields than in banks. 

When you make a bank divest itself of capital that has no purpose 
except to add strength to the bank, you are hurting not only the bank 
but you are hurting the community. 

Senator Busu. May I interrupt you? 

Mr. Sretey. Yes. 

Senator Busx. If you were to sell these assets, you would not be 
depleting the bank’s capital, would you ? 

Mr. Stptey. We would be paying a tremendous tax. 

Senator Busu. How much? 

Mr. Srstey. Twenty-five percent. 

Senator Roperrson. You have not read the bill. 

Mr. Srstey. I thought I had. 

Senator Roperrson. You did not read it correctly. 

Mr. Stetey. Well, I am mistaken then. 

Senator Roserrson. There is no tax on any compulsory divestment 
under this bill. 

Mr. Sistey. But the divestment goes to the stockholders and does 
not stay in the bank. So if I read it correctly: 

Senator Roperrson. Again, sir, you have not read it correctly. 
There is no tax liability under S. 2577 on any division of assets, no 
matter how you divide it. 

Mr. Stetey. I do not know what we mean by division. Let’s talk 
about sale. Because the only way that we can maintain these assets as 
banking assets is by a sale. If you put in your bill—and I do not 
think it is there, and I would not for a minute get 

Senator Rozertrson. Then you do not propose to divest. 

Mr. Sretey. That is the only point I have got in it. I think it would 
be very wise—I am talking from the general public viewpoint—to 
have a general provision, not to cover me but to provide that where 
assets are required to be divested that they could remain as banking 
assets without a tax. As far as I know, that has not been put in the 
bill. If it is I have no fight with it. 

Senator Busn. Why would they not remain? These assets belo 
to the bank. Why would you have to divest them if sold and turn 
into cash? Why can you not keep that cash as capital? 
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Mr. Sister. Because you would lose 25 percent of your capital on 
tax. 

Senator Busu. No; the Senator says the bill protects you against 
that loss. 

Mr. Sister. Well, I say. 

Senator Carrnart. I think the Senator is wrong. That is the 
trouble. 

Mr. Sister. That is my view. 

Senator Rosrrtson. There is a difference of opinion. There are 
lots of things about this bill apparently that the Senator from Indiana 
does not know about. 

Senator Carrenarr. I think this is very important. 

Senator Rosertson. The Senator from Virginia says that you can 
dispose of your nonbanking assets and that does not create a tax lia- 
bility either upon the bank or the stockholders. But if you put that 
additional asset behind your stock and the stockholders then sell their 
stock at a profit, they do pay an income tax on it. But not when they 
get it. 

Mr. Sister. Senator, I am not in controversy with you. I am try- 
ing to get enlightened. 

Senator Roserrson. That is the situation. That is what this bill 
means. 

Mr. Srstey. That is all lamtryingtodo. Ido not understand that 
the bank can sell these assets and retain them and put them in bank- 
ing assets without paying a tax. If they can, I have no fuss. 

Senator Busn. Can we have opinion of counsel on that, Mr. Chair- 
man ? 

Senator Caremart. Excuse me a minute. Let me ask a couple of 
questions. 

Mr. Srstey. Yes, sir. 

Senator CareHart. You have about $15 million worth of nonbank- 
—— 

r. Srstey. That includes these bank stocks. 

Senator Capenart. All right. 

Mr. Ststey. I would say $10 million without that. 

Senator Caremarrt. All right. $10 million. Under this bill you 
will dispose of those $10 million. You will sell them to a third party. 

Mr. Sretny. Yes. 

Senator CapeHart. The bank will get $10 million. 

Mr. Sretey. Yes. 

Senator CaprHart. Now, the question is, Does the bank pay 25 per- 
cent capital gains tax on that $10 million ? 

Mr. Srstey. I understand it does, and that is why I 

Senator CapeHartr. My understanding is it does, too. Is that cor- 
rect or not, Mr. Chairman? 

Senator Rosertson. Why assume a 25-percent tax liability for the 
stockholders when you can pass it to the stockholders tax-free? That 
is the point of it. He is building up a straw man to knock it down. 

Mr. Sister. Senator, let me say the Senator to my left raised the 
question as to whether or not if we did not distribute it to the stock- 
holders we could sell it and not pay a tax. My understanding is we 
cannot do that without paying a tax. We can distribute it to the 
stockholders, but that destroys our capital. 

Senator Busu. That is very clear. 





44 CONTROL OF BANK HOLDING COMPANIES 


Mr. Ststey. That is clear. 

Senator Busu. Thatisveryclear. But I would like—— 

Senator Capenart. Let me ask you this question—— 

Senator Busu. May I finish ? 

Senator Carrnart. Yes. 

Senator Busu. There must be some way of determining whether 
the chairman is correct, as I rather presume. But I do not know. 
Counsel should certainly be able to advise us by reading the text of the 
bill as to whether the liquidation of these assets and the holding onto 
them would constitute a tax-free—— 

Senator Roserrson. May the committtee counsel who has worked 
with the tax people on this answer? I did not work with them. May 
the committee counsel, Mr. Don Rogers, explain the tax feature. He is 
a former employee of Senator Bricker and not mine, but a very valu- 
able committee staff member ? 

Senator Busn. Yes. 

Mr. Rogers. Well, if the Coca-Cola stock is sold, then you have to 
pay the tax, a regular capital-gains tax. 

Senator Capenart. That is what we said, so what is the argument 
about ¢ 

Mr. Rocers. But the other point is if they distribute it to the share- 
holders it is tax free in the hands of the shareholders. 

Senator Carenart. But it gets completely outside of the bank’s 
portfolio then. Of course we understood that. 

Senator Morse. If he distributes it, he destroys his assets. 

Senator Carenart. I understood that. The question I asked was: 
If you sold the $10 million worth of nonbanking assets, if the bank sold 
them and got $10 million in cash, would you pay a capital-gains tax? 
You said, “Yes,” and the chairman said, “No.” 

Senator Ropertson. That is your revised question. Why don’t 
you say it was not your first question? After I pointed out there was 
a tax-free provision you revised your question. Let’s keep the record 
straight. 

Senator Carenart. I’m sorry. I apologize if I did. I did not 
intend to. I was just trying to find out. 

If the bank sell the stock or sells the assets and keeps the money, 
then they pay the regular capital-gains tax under this bill. If they 
distribute the stock to their stockholders and they in turn sell it and 
put the money in their pocket, then they do not, except as individuals 
would pay the —— 

Mr. Sister. But we lose assets which is one of the bases of our 
capital structure, and that is what I am trying to protect—all I am 
trying to protect. 

Senator Careuarr. In other words, under this bill you can dis- 
tribute the assets to the stockholders without paying a tax as a corpo- 
ration, without paying the capital-gains tax—— 

Mr. Sister. Correct, and lose assets. 

Senator Carruart. And as long as the stockholder keeps the secu- 
rity that he is given, he pays no tax on it. 

Mr. Ststey. That is correct. 

Senator Carenart. When he disposes of it, he pays a tax on it. 

Mr. Ststey. Could I make a ate here that it would be worth- 
while—not in my interest but in the public interest—to have a provi- 
sion in which the bank holding company had the option of turning 
these assets into banking assets rather than distributing them? I say 
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to you with all the earnestness that I know now that your great prob- 
lem is going to be in the next 10 years getting sufficient bank capital 
to support this dynamic economic condition we're in. 

That is the thing that concerns you gentlemen. I can lose this 
money—and I do not want to do it—and I can suffer by it. But you 
are dealing with a question here that is going to be fundamental, and 
is fundamental now. I have seen what has happened here over the 
last 12 months, 

Senator Rosertson. I wish to repeat to you what I did to our friend, 
the Senator from Kentucky. I have never enjoyed working more in 
banking matters than with your distinguished as sagem Mr, 
Paul Brown, and, of course, I have no better friends than your two 
great Senators. I hope both of them will stay in the Senate for many 
years. I frankly said that since the House had put in a provision 
for your exemption I did not flatter myself we would come out of 
conference without that provision. 

But you have five banks and Coca-Cola stocks, and I said I wanted 
to present to the floor a bill that did not make specific exemptions. 
Your problem is you want to keep your five banks and you also want 
to keep your Coca-Cola stock, which is a nonbanking asset, and so 
do all the other bank holding companies. You are being treated just 
like all the rest of them. There is no tax liability under compulsory 
divestment, But you just do not want to divest. I can amend 
I have not had any complaint from the independent bankers of im- 
proper competition because you have a little Coca-Cola stock and 
got it cheap and it is now worth a lot of money. I can understand 
how you would like to hold onto it. 

But from my standpoint it is a question of theory. If I go on the 
floor and say, “We are trying to treat everybody alike, and just because 
we have too many good friends from Kentucky and too many good 
friends from Georgia we are going to ease off a little bit and let one 
out in each one of those States because they are so nice and really 
they do not amount to very much in the way of competition anyway.” 
Then what would I say to Mr. Belgrano with $24 billion of banking 
assets and $6 million or $7 million of nonbanking assets? He is really 
going to get hit. 

Mr. Ststey. Here is what I am going to say. I would not ask it 
at all on the basis of favoritism or friendship, but I do think that 
one of the geniuses of American legislation is to be able to hear people 
who have different situations and not knock them out because you 
are aiming at somebody else. 

That is all I can say. I do not believe that we transcend in theory 
or in fact any provision of tthis bill, but I say we get hit, and I do 
not 

Senator Rosertson. I believe in giving every man his day in court. 
You testified on the House side. You testified over here. We were 
very glad to hear you again. _ 

Mr. Ststey. I appreciate it. This is the first time I have come up, 
but I appreciate very much the invitation. 

Senator Rosertson. The Senator from Maryland. 

Reg. a Brau. I have a couple more questions, Mr. Chairman, 
please. 

Mr. Sibley, is it not true that in your setup the management of 
Trust Company of Georgia controls its own banking policy directly ? 
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Mr. Strtey. Oh, yes. Yes. Nobody 

Senator Braui. And exercises control over its affiliates and sub- 
sidiaries indirectly through stock ownership ¢ 

Mr. Sister. Yes, sir. 

Senator Bratt. That makes your situation different than that of 
a bank holding company that is not a bank and therefore has no 
direct management control ¢ 

Mr. Steer. Correct. We are different than any other setup I 
know of. 

Senator Braux. I note the trust company has borrowed from its 
affiliated banks some $435,000. 

Mr. Stertey. No, the trust company associates borrowed from the 
bank itself under good collateral within the rules of the banking laws. 
You see, we are examined as a bank and we are examined as a bank 
holding company as far as the affiliate is concerned. But the asso- 
ciates borrowed from the bank with adequate collateral. The bank 
never borrowed from the affiliate. 

Senator Brat.. Coca-Cola borrowed some $405,000 from the banks ? 

Mr. Ststry. No, the Trust Company of Georgia associates borrowed 
from the bank $400,000 and put up collateral. It used that money 
to supply capital to some of its affiliate banks, and, of course, that is 
within the banking rules. 

Senator Braui. The trust company does lend then to its affiliates? 

Mr. Ststey. Loans to the associates on collateral. 

Senator Bratu. Mr. Sibley, there is one more question. There is 
some contention that it is against public policy for a bank to engage 
in nonbanking business for the reason, as I understand it, that de- 
positors’ trust funds are thus exposed to the uncertainties which inhere 
in operation of a venture-capital or private enterprise. 

Mr. Sister. Yes. 

Senator Bray. That is right, is it not? 

Mr. Srstey. Yes. 

Senator Bray. That is all. 

Mr. Srsvey. Thank you, sir. 

Senator Brati. Thank you very much, Mr. Sibley. 

Senator Busu. May I ask one question before Mr. Sibley goes? 

Senator Ropertson. Yes. 

Senator Busu. How do the banking authorities of Siescala look 
upon these assets, these investments? As supporting capital? Have 
they ever discussed that with you ? 

Mr. Sister. Oh, yes, it is permissible. 

Senator Busn. I mean 

Mr. Stetey. They have no—— 

Senator Busu. Your deposits are $175 million, you said ? 

Mr. Stetey. A little less than that now. 

Senator Busn. And your capital shown is about $14 million, 

Mr. Statey. Between $14 million and $15 million. 

Senator Busn. Then you have all these supporting assets besides. 


Have the State authorities ever suggested to you it would be wise to 
dipose of those ? 


Mr. Stptey. Never. 

Senator Busy. They never have? 

Mr. Ststry. Oh, no, and we are examined all the time by the Fed- 
eral authorities. We are a member of the Federal Reserve System 
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and have the same examinations as National banks and State banks. 
I think everybody would admit that that is a healthy situation as far 
as a bank is concerned. 

Senator Busu. Certainly the combination of those two items, the 
$14 million plus $14 million, would put you in very nice shape. 

Mr. Sister. Well, it has enabled us to do things that we could not 
otherwise do in the amount of money we loan. 

Senator Busu. But I think it always raises a question when you 
have stocks of other companies as assets supporting a bank structure 
on a large deposit from the public as to ilies that really is the best 
kind of capital to have in the banking structure. 

Mr. Ststey. Well, it is better than not having it by a good deal. 

Senator Bus. I will say so. 

Mr. Srptey. Yes. 

Senator Busy. But I was just thinking that maybe in view of this 
expansion you speak of—and I agree you have got to be in a position 
to go with it, and it is not so easy to get bank capital—would it not 
be really advantageous from your standpoint maybe to convert these 
assets? But that is a matter of policy, I guess. 

Mr. Sister. I would like very much if we could do it without losing 
25 percent of it to have the right to do it, and I think 

Senator Busu. I think that is a good point. 

Mr. Ststey. I think that is a statesmanlike view from the standpoint 
of the legislative authorities. 

Senator Busu. In other words, if you could make this conversion 
into bank capital without income tax payment of 25 percent, approxi- 
mately, you would not have any objection ? 

Mr. Srstey. I would not have any objection. I would want a couple 
of years so I could sell it out easily without upsetting the market. 

enator Rogertson. We thank you. I’m sorry that on account of 
the unanimous-consent agreement on the surgar bill we will not be 
able to hear the next witness, who is Mr. Belgrano, speaking for Trans- 
america. 

I understand that Mr. Belgrano shares the views of this witness from 
Georgia—that he does not think Congress ought to write legislation 
vitally affecting the businessman without giving him an opportunity 
to be heard. That is the reason I was very glad to yield to the request 
of my colleagues, notwtihstanding the fact that when I started this 
thing in 1950 we heard Transamerica to the extent of 63 printed pages, 
and then again in June of 1954 we heard them to the extent of 48 
pages, and then in July of this last year we heard them for 147 pages. 
That is 258 pages. en the House heard them to the extent of 92 
pages. That is 350 pages of printed testimony. ; 

T mention that. Woryat to be fair to everybody and give them 
an opportunity to be heard. We pay the reporter here, I believe, 
about $1 a page. Ittakes 3 of his pages to make 1 printed page. That 
is $1,050. Then it costs an average of $15 a page to print it. That 
is $5,250 to print it. That is $5,250 plus $1,050 or about $6,300 to 
give Mr. Belgrano a a chance to present his views. 

We are going to hear him again and make sure that he will say, 
“You gave me a fair chance to present my case.” I will leave it to 
the chairman of the full committee, for whom I am substituting this 
morning, to say when these hearings will be resumed. 
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Senator Morse. Mr. Chairman, may I make a very brief statement? 

Senator Roperrson. Yes, sir. : 

Senator Morse. I want to say that it is quiteimmaterial to me how 
much it costs to hear Mr. Belgrano or X, Y, or Z. Under our system 
of government I think they are entitled to be heard when we have a 
piece of major legislation such as this that is going to have the 
economic effects on American banking that this is going to have. 

Further, we sent this bill to the floor of the Senate, as I said in the 
committee the other day, with the understanding that we were going 
to give these people an opportunity to offer amendments and com- 
ments on amendments that were proposed by others. I want to hear 
Mr. Belgrano on these amendments. 

I think the chairman knows that on the general principle of bank 
holding legislation I think we should have bank holding legislation, 
but I want to see it is fair and nondiscriminatory. I understand that 
Mr. Belgrano has some very strong objections to this bill on various 
grounds, including the ground of discrimination, that it adds up 
pretty much to a bill that exempts a great many holding companies 
except Transamerica. 

Be that as it may, I want to hear him. But I agree with you that 
you cannot hear him now, with our duties on the floor of the Senate. 

3efore I hear him I want to make a brief statement raising certain 
questions that I hope he will address himself to in his testimony. 

I have not consulted with Mr. Belgrano since the committee had a 
meeting in which I asked for this hearing and I do not intend to 
consult with him until he is here on the witness stand. I am going to 
ask my questions of him when he is on the witness stand. But I am 
going to also do what I can to see to it that we complete this record 
irrespective of the cost so that we know when we go to the floor of 
the Senate that we have the pros and cons fully in this record. When 
we think of the millions that are involved, I think the cost of this 
record is infinitesimal. 

Senator Roprnson. I agree with the Senator that we should not 
raise any question about the $5,000 or $6,000 it costs to hear one bank 
holding company, but I have gone further apparently than the Senator 
from Oregon. I do not believe any head of any bank holding com- 
pany has Giee in my office more than Mr. Belgrano. I know none of 
them has written me more than he has. _I think when he gets on the 
stand he will tell you that I have always very patiently and courte- 
ously received him and listened to all of his suggestions, 

Senator Morse. I will take judicial notice of that. 

Senator Ropertson. On his tax suggestions I went out of my way to- 
meet what I thought were the bona fide complaints against my bill. 

But I say on the question of giving a man a chance to be heard, we 
had 530 printed pages on the last hearings before my subcommittee, 
and Transamerica took up 147 of those, which was more than one- 
fourth. In legislation before the Congress when one witness takes: 
up more than one-fourth of all the time of the committee, it is a little 
difficult for him to say he was not given a chance to be heard. 

But I want him to S heard again, and the chairman of the commit- 
tee will indicate when. 

Gentlemen, the committee will stand recessed subject to the call of 
Chairman Fulbright. . 

(Whereupon, at 11:10 a. m., the committee recessed, subject to the 
cill of the chairman.) 
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FRIDAY, FEBRUARY 24, 1956 


Unrrep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to call, in room 301, Senate Office 
Building, at 10: 10 a. m., Senator J. Allen Frear presiding. 

Present: Senators Robertson, Sparkman, Frear, Lehman, Morse, 
Bush, and Beall. 

Senator Frear. The committee will come to order. 

Mr. Belgrano, president of Transamerica Corp. Good morning, 
sir. 


STATEMENT OF F. N. BELGRANO, JR., PRESIDENT, AND CHAIRMAN 
OF THE BOARD, TRANSAMERICA CORP. 


Mr. Bercrano. Good morning, Mr, Chairman. 

Senator Frear. It is nice to see you again. Mr. Belgrano, I under- 
stand that you have a prepared statement, as well as some extra mate- 
rial that has been given to the members of the committee. Is it your 
desire to read your testimony into the record, or do you desire to 
have it made a part of the record and highlight it, or 

Mr. Beverano. I would like to read it, Mr. Chairman, and have it 
made part of the record, together with an addendum that I submitted 
also with the amendments. 

Senator Frear. At the outset would you, before giving your testi- 
mony, object to a few questions from the acting chairman of the 
committee ? 

Mr. Bererano. Not at all. 

Senator Frear. Is that agreeable to the other members of the com- 
inittee? Of course, you realize that some of the questions are asked 
to make a record. 

Mr. Bererano. Yes, sir. 

Senator Frear. They may or may not be the wishes or desires of 
the members of the committee asking the questions. 

Do you have your identification for the record ? 

Mr. Bererano. My name is Frank N. Belgrano, Jr., president and 
chairman of the Board of Transamerica Corp. 

Senator Frear. Thank you, sir. Mr. Belgrano, the First National 
Bank of Portland with 70 banking offices in Oregon is your largest 
bauking subsidiary. Is it correct that this is the 22d largest bank 
in the country and with it you control about 45 percent of the bank- 
ing deposits in Oregon ? 

49° 
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Mr. Bererano. If my memory serves me correctly, it is within 
the first 25 largest banks in the United States, and I believe that its 
deposit liability amounts to approximately 45 percent of the deposit 
liability in the State of Oregon. 

Senator Frear. Your second largest banking subsidiary is the First 
Western Bank & Trust Co., with 69 banking offices in California. Is 
it correct that this bank ranks 23d largest in the country and with 
it you control about 5 percent of the banking deposits in California ? 

Mr. Bererano. The First Western Bank & Trust Co. has 70 offices. 
It has about 5 percent of the deposit liability in the State and it ranks 
some place in the figure that you mentioned—within the first 25. 

Senator Frear. Within the first 25? 

Mr. Beterano. Yes, sir. 

Senator Frear. You have 2 banking subsidiaries in Nevada, the 
First National Bank of Nevada with 17 banking offices, and the Bank 
of Nevada with 5 banking offices. Is it correct that with these 2 banks 
you control approximately 77 percent of the banking deposits of 
Nevada? 

Mr, Beierano. That is correct, but in answering that question on 
a yes or no basis—it is unfair. The reason for the unfairness is that 
during the days of the depression when all of the banks in the State 
of Nevada were out of business, the Governor of the State of Nevada, 
the then Governor, and the treasurer, and prominent citizens, came to 
San Francisco and asked us to come to Nevada to give them a banking 
service. So obviously, when we came we opened branches in Nevada 
and we had a start, you might say, following the depression, and have 
maintained that ratio since. 

Senator Frear. Mr. Belgrano, I do not believe the acting chairman 


or any member of the committee wishes to have you answer a ques- 
tion only yes or no. Then I might also add that after reading the 
record within a limited length of time, if you care to make a limited 
detailed explanation I am sure it would be granted by the committee. 
Mr. Beterano. Thank you, sir. 
Senator Frear. In Arizona your egg. subsidiary is the First 
s 


National Bank of Arizona with 21 offices. it correct that through 
this bank you control about 21 percent of the bank deposits in Arizona ? 

Mr. Bererano. The First National Bank of Arizona ? 

Senator Frear. The First National Bank of Arizona. 

Mr. Bertorano. As of February 13 we had 31 banking offices in 22 
communities and 1 military banking facility. We controlled about 
the percentage of deposits you suggest. 

Senator Frear. There could have been an error on my part in say- 
ing 21. Instead of 21 it should have been 31. 

Mr. Bererano. Yes. We have another banking subsidiary in the 
State of Arizona. That is known as the Southern Arizona Bank & 
Trust Co., at Tucson. That bank has seven offices in and around the 
cit y of Tucson. 

Senator Frear. When was that acquired by Transamerica, Mr. Bel- 
grano? 

Mr. Bererano. That was acquired, I think, in December of 1955. 
That bank was controlled by Mr. Lewis Douglas, the former Ambas- 
sador to England. We made arrangements to exchange Transamerica 
stock for the stock of the Southern Arizona Bank & Trust Co. 
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Senator Frear. I assume it would be no trade secret if I asked an 
additional question at this point, since you elaborated on the one re- 
garding Nevada. Were you asked by Mr. Douglas to take over these 
interests ¢ 

Mr. Bexerano. There is no trade secret at all. The First National 
Bank of Arizona applied for a branch in the city of Tucson but be- 
fore application had been made, conferences had been held with the 
Southern Arizona Bank & Trust Co. as to whether or not an arrange- 
ment might be able to be worked out. It went on for some 6 or 7 
months. There were taxes involved, and we consented to exchange 
Transamerica stock for their stock, to limit the tax liability we finally 
arranged to do that; and evidently it was well accepted because all 
but 2 stockholders, 1 who owned 60 shares and could not make up his 
mind and another with 40 shares that were tied up in a legal battle, 
came in, with the exception of qualifying shares, amounting to about 
9814 percent. 

Senator Frear. That was approved by the proper Federal agency, 
I assume—the purchase of stock or exchange of stock ? 

Mr. Bexerano. More than that. We, of course, had to obtain a 
ermit from the corporation commissioner of the State of California. 
Ve had to obtain a permit from the New York Stock Exchange to is- 

sue the stock. Hearings were held. Under our laws in the State of 
California it becomes the duty of the corporation commissioner to de- 
termine whether or not the deal is fair and equitable. At that hear- 
ing we were represented, and Mr. Douglas was present, and at the con- 
clusion of the hearing the permit was granted. 

Senator Frear. And the Securities and Exchange Commission gave 
its approval ? 

Mr. Beterano. We did not have to go through SEC because of the 
very small number of stockholders. We had to obtain a permit from 
the New York Stock Exchange. The application is almost as diffi- 
cult because you have to bring the status of your company up to date 
to obtain that sort of a permit. 

Senator Morse. May I ask a question at that point, Mr. Chairman? 

Senator Frear. Senator Morse. 

Senator Morse. Were you required in this transaction, Mr. Bel- 
grano, to receive the approval of any Federal agency or Department, or 
official, or was the transaction a matter which required only the ap- 
proval of State bodies and the stock exchange ? 

Mr. Bererano. Only State bodies, because this bank is organized 
under the State laws of Arizona. 

Senator Frear. This question is probably fundamental, or element- 
ary, I should say, to you and many others. Of the stock of Trans- 
america Corp. used, or the stock used by Transamerica Corp. in ex- 
change for the Douglas interests, was that treasury stock? 

Mr. Bexerano. No, sir. That stock was unissued authorized stock. 
Tapeenann has authorization to issue up to 25 million shares of 
stock. 

Senator Frear. Authorization by SEC? 

Mr. Brrerano. Well, when the company was organized it was or- 
ganized on the basis of authorized stock of 25 million. Now we can 
never issue a share of stock other than what is outstanding without 
obtaining the necessary consent by SEC or by this other method I 
have just suggested. 
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Senator Frear. Assuming you were authorized to issue the 25 mil- 
lion shares and your original drawing on your treasury was only 5 
million shares then the acquisition of additional assets amounting to 
any X number of shares beyond the 5 million could be done without 
SEC approval? 

Mr. Bercrano. No if it comes under the heading of a public offering. 
Let us presume that the bank had 5,000 or 6,000 stockholders. That 
comes under the heading of a public offering and we have to obtain our 
permit from SEC, and then also from the stock exchange. If it is 
a closed corporation with very few people involved there is a method 
of obtaining the permit through the stock exchange rather than 
through SEC. ; 

Senator Frear. Then by acquiring the assets of the Douglas in- 
terests you did not have to have approval through SEC because of the 
limited number of stockholders involved ¢ 

Mr. Bexterano. That is correct. 

Senator Frear. But you did from the stock exchange in New York? 

Mr. Beterano. Yes, sir. But when we issued last May the treasury 
stock which we then had on our books, that was a public offering 
offered through 276 various investment banking houses throughout 
the United States. That offering had to go through SEC approval. 

Senator LenmMan. Was that new stock offering under a preemptive 
right provision ¢ 

Mr. Bererano. No. The stockholders had no preemptive rights 
and that stock was issued or sold through a syndicate of 276 dealers 
throughout the United States. The syndicate was headed by Blyth 
& Co. and Dean Whitter. 

Senator Lenman. Is there no preemptive right provision in your 
charter ¢ 

Mr. Bexerano. No, sir. 

Senator Frear. Continuing my questions, Mr. Belgrano, in the 
State of Washington your banking subsidiary is the Nptional Bank 
of Washington with 14 banking offices. Is it correct that through this 
bank you control ever 5 percent of the bank deposits of the State of 
Washington ? 

Mr. Bererano. As of February 13 the National Bank of Washing- 

ton had 18 banking offices in 12 communities, as well as 2 military 
banking facilities. We do have deposits of the approximate amount 
you mentioned. 
_ Senator Frear. The equity capital of these six banking subsidiaries 
is approximately $143 million and the total assets run to about $214 
billion. Are those the correct figures, after the change that you have 
given in answering my questions? 

Mr. Bererano. I do not think I could answer that without adding 
the figures up, but as I recall, today all of our banking subsidiaries— 
the capital funds of all of our banking subsidiaries amount to approxi- 
mately $190 million, and all of the assets of all of our banking sub- 
sidiaries would amount to about $2,000,300,000. 

Senator Frear. $2,300,000,0002 

Mr. Bererano. $2,300,000,000. Thank you. 

_ Senator Frear. That would include the acquisition of the Douglas 
interests, would it not? 

Mr. Berorano. Yes, sir. 
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Senator Frear. That figure you just gave me’ 

Mr. Beverano. Yes, sir. 

Senator Frear. What would you estimate would be the value of 
these banks if you were to sell them, in comparison with your non- 
banking subsidiaries? The percentage? 

Mr. Bererano. Oh, I would say this: That I believe our banking 
subsidiaries—the value of the banking subsidiaries is about equal to 
the value of all of the nonbanking subsidiaries. That is, in value— 
not book value. 

Senator Frear, What would be the difference? I mean, if you took 
the book value what would be the percentage then ? 

Mr. Bererano. I do not know the percentage, but it would not be 
the right answer. To give you an example, Occidental Life Insur- 
ance Co., of which we own 100 percent, stands on our books as approxi- 
mately $6,500,000. In my opinion it is worth in the neighborhood 
of $250 million. It earns $12.5 million or 5 percent on $250 million. 
So in real value the assets are about equal, in my opinion. 

Senator Frear. I believe you will find that 1 or 2 additional ques- 
tions I am asking come from the record of previous testimony, Mr. 
Belgrano. How does the operation of your nonbanking businesses 
have anything to do with the strength and stability of your banks if 
these businesses are really operated, as I believe you said they are, 
separate and distinct from each other? 

Mr. Bererano. I would like to emphasize that they are operated 
separate and distinct. 

Senator Frear. Yes. 

Mr. Bererano. But I might also add that possibly Mr. Sibley of the 
Georgia Trust Co. on the 8th of February gave you the best answer, 
because our situation is identical to his. The assets of all these com- 
panies in our portfolio bolster the stability of our banks. The income 
that we derive from these companies over the years has been used in 
the past and can be used in the future to add to the capital funds of 
our banks. 

Under the Banking Act of 1933 we are required to set aside in a 
secondary reserve 12 percent of the par value of all of the bank stocks 
that we own. This can be kept in cash, Government bonds, or mar- 
ketable securities. That is your secondary reserve. Now over and 
above that reserve which is required by law, all of these other assets 
act as a third reserve, or as a superreserve. Those assets in case of 
recessions or depressions could be very valuable, and without them you 
weaken the structure of our banks and Transamerica itself. 

Senator Frear. Is that a State or Federal agency that requires the 
12 percent ? , 

Mr. Brrerano. It is required under the National Banking Act of 
1933, if you become a bank holding company under that statute. 

Senator Frear. I suppose if we followed that procedure, Mr. Bel- 
grano, then it might be wise to advocate that we have only one big 
company in this country, if we wish to make the stockholders, or the 
customers, or the insurance holders of these different industries or 
banking institutions more secure, at least psychologically more secure ? 

Mr. Bererano. Well, I have often wondered when your committee 
has discussed forced divestment, why some question has not been asked 
as to whether or not itmight be better to have all bank holding com- 
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panies diversify their interests. I believe it brings strength and not 
weakness. But on the other hand, I also recognize that any bank 
holding company has its own choice to make, and after all, no one has 
to buy any stock in Transamerica. The man who buys stock in Trans- 
america is putting up risk capital and he chooses to buy a share in 
our growing enterprises because he believes in our management and 
because he believes in the strength that diversification gives a company 
such as ours. 

Senator Frear. Would you think perhaps General Motors should 
have its own banking facilities? 

Mr. Bererano. I haven’t any objection if General Motors or United 
States Steel has a bank so long as you change the definition of your 
bill. If you are going to compel divestment then make them make up 
their minds, as you suggest, I should, as to whether I should be in the 
banking business or get out of the other businesses. 

Senator Frear. Are any of your units, that is, your banking units, 
members of the Independent Bankers Association, to your knowledge? 

Mr. Beterano. The only ones that may be still members of the Inde- 
pendent Bankers Associations are those who have paid their dues 
in advance, who are now a part of our outfit, and might be still classi- 
fied as such until December 31, 1956. 

Senator Frear. They will not renew their membership in the 
association ¢ 

Mr. Bererano. As individuals they could certainly renew their 
membership in that organization, or any other, but as an institution 
I doubt it very much, because we operate different kinds of banks. 

Senator Morse. Mr. Chairman, may I ask a question? 

Senator Frear. Senator Morse. 

Senator Morse. I would like to make a comment which may be 
facetious. Maybe the Independent Bankers Association will ond 
something to say about it too. 

Mr. Breterano. I am inclined to think they would have a lot to 
say, Senator Morse. 

Senator Frear. I think perhaps you have answered this question. 
If it is a matter of record I run the risk of duplication. 

Is there any way you can see, Mr. Belgrano, that this divestiture 
would help to strengthen the small unit banks, some of which may be 
members—some of your banking units may be members of the Inde- 
pendent Bankers Association ? 

Mr. Brrerano. No, I do not think the question of whether you 
compel a divestment, or otherwise, has anything to do with the 
— and stability of the unit bank, if I understand the question. 
But furthermore, I do not think that the question of whether or not 
Transamerica owns these diversified nonbanking interests harms these 
banks one iota. 

Senator Frear. Do you not think it is rather obvious, Mr. Belgrano, 
that Occidental Life Insurance Co., which I understand is one of the 
largest life insurance companies in the country, can operate without 
being connected with Transamerica? 

Mr. Bererano. Occidental Life Insurance Co. is the 12th largest 
life insurance company in America in insurance in force. It can 
stand on its own feet. It does stand on its own feet. One out of every 
15 people in America and in Canada either have a policy or a certifi- 
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cate in Occidental Life Insurance Co. Most of its business is derived 
in States in which we have no banking interests whatsoever, so it can 
stand on its own feet. 

We have the impression that having acquired that company in the 
thirties, with a bad portfolio both as to mortgages and as to invest- 
ments, that possibly our type of management had something to do with 
the success of the company, not only in the financial end of it, but 
our banks are dedicated to take care of the little fellow, and our 
company was dedicated to draw policies that the little fellow could 
buy to give him the protection he needed; and I think the reason for 
the success of the company is twofold. I think it has been successful 
primarily because we gave it the kind of management it needed. 
Otherwise any other company in America—an insignificant company, 
unknown company—could have done the same job that Occidental has 
done in these past 20 years. 

Senator Frear. Occidental owes its strength, according to that, to 
Transamerica’s ingenuity, operation, and management ? 

Mr. Bererano. Well, more than that. As this company grew and 
as its assets have to be corrected, Transamerica over the years made 
large contributions to the surplus of that company in cash. I remem- 
ber at one time over $800,000 and another time $1 million, and another 
time $3.5 million. Owning all of the stock, it was not necessary to 
issue more stock. Transamerica made a contribution to the surplus 
of that company to protect its policyholders and to give it a chance to 
grow; and it was a good many years before that company was in a 
position to pay dividends. 

Senator Frear. Is the stock of Transamerica open to the little 
buyer, the fellow who can buy 1 or 2 shares? 

{r. Bererano. We have 120,000 stockholders in 5,000 communities 
in every State of the Union. Our stock is freely traded on the New 
York Stock Exchange and on most of the exchanges in America. The 
question of how many shares a person buys is up to the individual. 
No one of the stockholders owns more than 1 percent of the outstand- 
ing stock of our company, and at the last figure there were 11,343,962 
shares outstanding. 

Senator Frear. How many members are on the board of directors 
of Transamerica ? 

Mr. Bererano. Nine. 

Senator Frear. What percentage of the stock of Transamerica do 
they own ? 

a Bererano. Small in percentage. I do not have that list with 
me, but 

Senator Frear. It would have to be less than 9 percent; would it 
not? 

Mr. Bexerano. Well, it is much less than 9 percent. No one owns 
more than 1 percent—no stockholder. 

Senator Frear. How are the directors chosen ? 

Mr. Brterano. The directors are elected by the stockholders at the 
annual meeting. 

Senator Frear. Isa proxy system used ? 

Mr. Beterano. Yes,sir. As approved by the SEC. 

Senator Frear. With full disclosure? 

Mr. Bexerano. Yes, sir. 
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Senator Frear. Mr. Belgrano and members of the committee, I 
apologize for having taken so much of your time in asking these 
questions, but I do appreciate your answering them, Mr. Belgrano, 

Mr. Bererano. Thank you. 

Senator Frrar. The same courtesy, I think, should be extended to 
each member of the committee, since the acting chairman took that 
prerogative. ; 

Senator Sparkman, Mr. Belgrano has not given his testimony and 
I took the liberty of asking questions before he did. Do you want to 
wait until he finishes his prepared statement ? 

Senator SearKMAN. Yes; I will wait until he finishes. 

Senator Frear. Senator Lehman ? 

Senator Leuman. Mr. Belgrano, if these wholly owned subsidiary 
companies of Transamerica are spun off, will they have any difficulty 
in financing themselves ? 

Mr. Beterano. Some of them would have difficulty in financing 
themselves as individual companies. In many instances Trans- 
america as a corporation was compelled to guarantee their loans. A 
case in point is the Columbia River Packing Association, which has a 
long-term loan with one of the New York banks. 

I would like to emphasize the New York bank because under our 
own rules we will not allow any of our banks to lend any money to 
any of our nonbanking subsidiaries. This loan was approved on an 
8-year basis, but could only be made with a guaranty of aa 


Corp. Whether or not if these companies were spun off the new com- 
pany would be strong enough to have its credit acceptable, is a question. 


Senator Leaman. Has the holding company, Transamerica, ac- 
tually advanced money to the insurance company ? 

Mr. Beverano. Yes, sir. 

Senator Lenman. Save through the purchase of securities? 

Mr. Beverano. Well, in the case of the insurance companies where 
they are 100 percent owned and no minority interest involved, where 
those companies were in need of additional capital we made voluntary 
contributions to their surpluses. Having owned all of the stock, of 
course, that was the obvious way to do it, and we have done that with 
practically all of our insurance companies during the days when they 
are increasing their premium volume. 

Senator Lenuman. I understood you to say the assets of Trans- 
america were what figure, $21% billion ? 

Mr. Beierano. That was in answer to the deposit liability of all 
of our banks. Rather, the total assets of all of Transamerica’s banks— 
a cee in which we have a controlling interest—run about $2,300 
million. 

Senator Leuman. What are your deposits? 

Mr. Bererano. Our deposits a about $2 billion. I made 
mention that the capital funds of these banks would run about $190 
million. That, of course, has nothing to do with the total capital 
funds of Transamerica Corp., which, as of December 31, amounted 
to $226,525,577.38. 

Senator Lenman. No further questions, Mr. Chairman. 

Senator Frear. Senator Morse t 

Senator Morse. No questions now. .I thank the chairman. for the 
questions he asked, because I think they were very important for the 


record. 
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Senator Frear. Senator Beall ? 

Senator Beaux. I have some questions, but I think I will wait until 
he finishes his statement. . 

Senator Frear. Senator Bush ? 

Senator Busu. I will wait until after the witness is through. 

Senator Frear. Thank you again, Mr. Belgrano, and you may pro- 
ceed with your statement. 

Mr. Beterano. I am here at the invitation of the committee to 
discuss certain amendments to S. 2577 proposed by Transamerica 
Corp. These hearings were adjourned on February 8 before my testi- 
mony could be heard. At the conclusion of the hearings on that day, 
Senator Robertson referred to the fact that I had appeared in the 
past and testified at length in opposition to bank-holding company 
legislation. This, of course, is true. 

This committee and the committee of the House have patiently and 
courteously taken my testimony in the past. I have never claimed and 
never will claim that I have not been given a fair hearing. My testi- 
mony has made it clear than Transamerica is opposed to this legisla- 
tion. Although my views were not accepted by the committee, I con- 
tinue to hold them and will continue to present them vigorously to 
Members of the Senate, because I believe them to be right and just. 

You all understand that this is not a personal matter with me. 
Whether this legislation passes in one form or another, I will still 
have useful work to do. My own personal interest is not involved here 
except that, like many others, I am a stockholder in Transamerica. 
I oppose this legislation and propose certain amendments today as 
the elected representative of 120,000 stockholders, all of whom have 
a vital interest in this matter. They are my constituency, and I have 
an obligation of trust imposed upon me to speak for them. I am trying 
to carry out that job as best I know how. These stockholders are 
located in more than 5,000 different communities in every State of 
this Union. None of them owns as much as 1 percent of Transamerica’s 
outstanding stock. It is my duty and obligation as head of Trans- 
america to bring to the attention of this committee, whenever given 
the opportunity, the discriminatory, unfair, and unsound provisions 
of this proposed legislation. 

These hearings concern specific amendments. The committee has 
already accepted important tax amendments which substantially meet 
objections which Transamerica had to the tax provisions of the bill. 
I appreciate that this has been done. Today I shall discuss the nontax 
amendments which we have proposed. I do this in a sincere effort 
to be helpful to the committee, and I trust that our comments on this 
phase of the legislation will also be found to have merit. 

Transamerica’s nontax amendments fall into three basic categories: 

First, amendments designed to eliminate discrimination by removing 
from the bill its special exemptions and exclusions ; 

Second, amendments designed to eliminate all or some of the dives- 
titure provisions and thereby to eliminate or at least lessen the impact 
of the bill’s most discriminatory features ; and 

Third, procedural and other amendments designed to make the 
operation of the bill administratively fair and workable. 

I would like to submit for the record a memorandum which presents 
the text of all of these amendments and a short statement of their 
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purpose and effect. It shows precisely how the matters with which 
we are concerned can be dealt with in the bill and will supplement 
what I shall have to say. 

Senator SparkMAN. Is that this second part? 

Mr. Benerano. Yes, sir. 

Senator SparKMAN. Without objection, that will be made a part 
of the record at the end of your oral statement. 

Mr. Beverano. First, let us look at the problem of discrimination 
and at some of the suggestions we have made to take care of it. 
One of the assumptions underlying the divestiture provisions of the 
bill is that it is not in the public interest for an enterprise to control a 
banking business and at the same time to control nonbanking activities 
which are not closely related to banking. While we do not, of course, 
accept this premise, we think that at least you ought to treat everybody 
alike. 

Transamerica Corp. would be required to divest assets which repre- 
sent in value approximately 50 percent of its entire business. These 
businesses all lawfully uired and have been owned by us for 
many years. Nonetheless, divestiture would be required of us while 
many “ holding companies, as well as holding companies ownin 
savings and loan associations and personal finance companies, woul 
not be required to divest. This seems to me not only discriminatory, 
but unsound and self-defeating. 

If divestiture is necessary in the public interest, it ought to apply 
equally to all, not merely to some. In my opinion, this committee 
has no choice but either to eliminate the special exclusions and exemp- 
tions so that divestiture in fact applies equally to all, or to eliminate 
the unsound divestiture requirement altogether, so that it applies 
equally to none. 

Our first group of amendments would make the bill apply, as it 
should, to all companies and enterprises which are bank ho aine com- 
panies in fact. Let me go down the bill in its present form with you 
and show you how far it departs from this principle—how first one 
company and then another is taken care of until Transamerica is left 
almost alone to be broken apart. 

If you turn to section 2 (a) defining a bank holding company, you 
will see that companies which own only one bank, regardless of its 
size, and various nonbanking busin are not defined as bank hold- 
ing companies. Accordingly, they will not become subject to the 
panraran of the bill requiring divestiture. Representatives of the 

‘ederal Reserve Board have testified that this exclusion is logically 
indefensible. The reason is obvious. If it is presumed to be against 
public policy for a corporation to own banks and nonbanking busi- 
nesses, it is just as much against public policy for a company to own 1 
large bank and nonbanking businesses as it is for it to own 2 banks— 
perhaps small banks—and nonbanking businesses. 

Senator Morse. May I interrupt, Mr. Belgrano ? 

Mr. Bexvorano, Yes. 

Senator Morse. To ask, Is one reason that you so argue from the 
precticnl standpoint of banking operations, that if there is a single 
yank that owns nonbanking ventures the stability of that bank might 


possibly be more greatly endangered than if you had a ease such as 
ransamerica where you have many banks and many subsidiaries 
and operations ¢ 
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Mr. Betcrano. I would agree thoroughly, and I would believe, 
Senator, that if this bill was defined as a one-bank bill that you would 
have about 117 companies down here testifying to that effect. 

Senator Morse. Let me discuss that a bit further with you, please. 
What I am concerned about is protection of at the protection 
of the people that do the business with the bank. We have 1 bank set 
off here with, we will say, 10 nonbanking enterprises. If those enter- 
prises start to go bad is there not a greater danger to the depositors 
and to the stockholders of that 1 bank than if you had a banking 
operation with 50 banks and, let us say hypothetically, 59 nonbanking 
enterprises ¢ 

‘Mr. Bererano. Well, No. 1, a holding company, or any company 
that owns a bank—not under that definition at the moment—the banks 
they own have to be operated in accordance with the banking laws. 
And each of these banks, if a national bank, it has to be regulated by 
the National Bank Act and if a State bank, by the laws of the State 
and examined and supervised by the a propriate authorities. The 
company itself is not a bank any more than Transamerica is a bank. 
So that the solvency or the stability of the bank in case, as you suggest, 
that a nonbanking interest in a holding company might go wrong, 
should not, if the bank is properly managed, affect the depositors. 

Senator Morse. When it comes to this matter of principle that you 
are defending, if it is bad as a matter of principle from the stand- 
oint of public policy to have a bank holding company engaged in 


»0th the banking business and the nonbanking business, it is just as 
bad in principle whether it has 1 bank or 10 banks, or 1 subsidiary 
com any or 10 subsidiary companies. 

viT’. 


ELGRANO. That is my point, Senator. Now to come to the 
public interest, of course, evidently my views on whether it is bad or 
not are quite different than those that I have heard expressed by others. 
As I understand the ideals of our freedom, a person or group of per- 
sons has a perfect right to acquire private property of his choice so 
long as in the acquiring of that property it is not against the public 
interest. We have acquired lawfully these various interests. Our 
position is simply this: 

Over the years, Senator, we have filled volumes of testimony before 
this commitete and similar committees. You have heard two different 
phases of banking. You have heard the independent bankers claims 
and you have heard the claims of the holding companies, including 
mine. You have heard opinions. 

Now, as I recall the only other time this Government of ours 
stepped into a picture such as this was some years ago with reference 
to the breaking up of public-utility companies. They did not go at it 
this way to try to move in between two competitors to determine 
which was right and which was wrong. As I recall it the Senate passed 
a resolution calling on the Federal Trade Commisison to have an 
exhaustive study of holding companies—public-utility holding com- 
yanies. They made a report of some 50 lime is They held hearings. 

stockholders of every class were heard—management, public of- 
ficials, consumers. They brought that report back to the Senate. 
Then the Senate, with these facts, held hearings and gave everybody 
their day in the court. Then, with the facts before it, and not opin- 
ions, but with facts before them they passed the law to break up the 
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public-utility companies because they found that the facts proved 
fraud, milking of stockholders, and charging to much to customers, 
and all of the things that were bad, 

Here today we are talking about the passage of a bill that might 
affect the economy of our country on opinions—between two different 
branches of the same business. Why, the independent banker should 
be biased if he is not. I certainly admit that Iam. I believe in what 
I am doing. But there are methods of business involved, and there 
is not one iota of evidence or proof in all of the testimony as far as I 
read it over the years that proves that it is against the public interest ; 
that there is a tendency to monopoly ; that there has been a diminution 
of competition. : 

Those are the things in my opinion that are important before we 
pass legislation of this character. 

Senator Morse. That is all. 

Mr. Bererano. I doubt whether there is any potentiality for abuse 
in either instance, but if there is, it is present just as much in the case 
of 1-bank companies as it is in the case of 2-bank companies. 

One-bank companies are numerous. There are more than 100 of 
them. They represent about 70 percent of all bank holding companies 
in the country. Every one of them is excluded from this bill. A 
number are powerfui and important and could be classified as so-called 
concentrations of economic power. Many are more significant than 
companies which are covered by the bill. I understand that the Fed- 
eral Reserve Board has given a confidential list of one-bank companies 
to this committee, which I have not seen. From data included. in 
Moody’s Industrial Manual and in the financial press, however, several 
of them have come to my attention. 

W. R. Grace & Co., in New York, is an example in point. As of 
December 31, 1954, its assets exceeded $375 million. In my judgment, 
this is a fine, well-managed concern, but the fact remains that it owns 
a bank in New York City, and that it also owns extensive interests 
in airlines, steamship companies, chemical and fertilizer plants, and 
other nonbank enterprises. The Financial World of February 1, 
1956 (p. 6) stated that— 

The Grace empire is composed today of some 60 subsidiaries and affiliates 
whose activities reach into 16 key industries in both North and South America. 

Grace has shipping, advertising, and other interests in the Far 
West, where we do business. It and others like it go scot free from 
divestiture, or indeed from any regulation whatever under this bill. 

Senator Sparkman. Mr. Belgrano, may I ask a question ¢ 

Mr. Berarano. Yes. 

Senator Sparkman. You say, using this company as a typical 
example it also owns extensive interests in these various activities. 
Does it own a controlling interest in them ? 

Mr. Bererano. In many of the subsidiaries it does, sir. 

Senator Lenman. May I ask a question? 

Senator Frear. Senator-Lehman. 

Senator Leuman. I know, of course, W. R. Grace & Co. has some 
broad interests, but you were talking about strong banks that might 
have some outside interests. I should not use the words “strong banks” 
but large and very influential banks that have these outside interests 
or other interests. Do you know what’ the total assets of the bank 
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are that is controlled by. W. R. Grace & Co.? What percentage: of 
the total assets of W. R. Grace & Co, is represented by this bank? 

Mr. Betcrano. I do-not;know that I could answer that, Senator 
Lehman, but I do happen to have a prospéctus which was issued by 


W. R, Grace & Co, not long ago-——May 17, 1955—and in the appendix 
on page 2 it shows this: 


On December 31, 1954, W. R. Grace & Co. owned 79.30 percent of the capital 
stock of the Grace National Bank of New York. As of that time the bank had 
deposits of $125,983,000. 


This comes from Moody’s 1955 report on page 226 : 


Grace’s nonbanking activities include the ownership and operation of some 
35 chemical plants located throughout the United States and several foreign 
countries. Its subsidiary, Grace Line, Inc., operates an extensive fleet of steam- 
ships, Pan American Airways, a large international airline jointly owned by 
W. R. Grace & Co. and Pan American World Airways. And Grace Chemical Co., 
which owns a $20 million fertilizer and chemical plant at Woodstock, Tenn. 
W. R. Grace & Co. also owns an advertising subsidiary, extensive foreign agri- 
cultural, mining, and manufacturing subsidiaries, and other miscellaneous busi- 


nesses and enterprises. 

This was taken from the same source. 

Other one-bank companies with very substantial assets which have 
come to my attention are: Deere & Co. ($430 million) ; Corn Products 
Refining Co. ($181 million) ; Gimbel Bros., Inc. ($161 million) ; and 
Peabody Coal Co. ($44 million). Why should these companies, which 
combine banking with various types of nonbanking businesses, be 
exempt from divestiture? I call any bill that has this result dis- 
criminatory. ‘Transamerica thoroughly agrees with the Federal Re- 
serve Board that one-bank companies should be included, and we have 
proposed a simple amendment to the definition of “bank holding com- 
pany” in the bill which will include them. 

Senator Leuman. Mr. Belgrano, is it not a fact that in these various 
companies you mentioned the banks are really incidental to the main 
character of their business ? 

Mr. Betorano. I think percentagewise if we had the figures that 
might be so, but I think the principle, Senator, of whether or not it 
is in the public interest to have banking and nonbanking enterprises 
under the same management and control is just as important as 
whether you have 2 little banks which would come under the bill or 
whether you have 1 big bank. I believe the concentration of power can 
be just as dangerous with a big outfit that has 100 various subsidiaries 
- only 1 bank as it can be if the same holding company had 2 or more 

anks. 

Senator Lenman. I think the concentration of power may be as 
substantial. Of course, in the case of these companies that have their 
banks as an incidental part of their business, the concentration of 
banking power, of course, is not the same as the concentration of bank- 
ing power in many other banks that have industrial concerns as an 
incident to their business, just as these one-bank companies to which 
you referred have chair keno as something incidental to their in- 
dustrial business. 

I am only mentioning that because I do think in the minds of a 
number of members of the committee there was a reason for exempting 
the one-bank concerns. I think there was much to indicate that the 
banks were incidental to the larger business of these concerns you 
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mentioned, like Grace & Co. and some chemical concerns, and Gimbel 
Bros. All of those. If appeared to me, at least, and possibly to other 
members of the committee, that the banks were incidental to the 
general and much larger businesses that they had. Whether that is 
right or wrong I do not know, but I think that is the reason why this 
exemption was made, 

Mr. Beterano. Senator, they may be incidental, but. I come back to 
my fundamental argument that if it is in the public interest not to have 
a holding company own banks and nonbanking businesses, then it 
should apply to all and not just to a few. Whether it is 1 bank or 
6 banks or 10 banks. 

Also in section 2 (a) there is a special provision tailormade to 
exempt one company and one company alone. That provision, which 
does not appear in the House bill, exempts the Equity Corp.-Morris 
Plan group from divestiture. I understand that this is the only bank- 
holding company which was registered under the Investment Company 
Act prior to May 1955. This company has banks and various non- 
banking businesses, including insurance, finance and industrial con- 
cerns of different types. It is not subject to supervision and examina- 
tion by the Federal Reserve Board under the Banking Act of 1933. 
The explanation given in your committee report of this special exemp- 
tion for registered investment companies states that such companies 
are “adequately supervised by the Recaeititt and Exchange Commis- 
sion,” and that “SEC regulation in such cases is closely akin to the 
purposes of the bill” (S. Rept. 1095, p. 5). This justification, how- 
ever, is obviously not sound. One act requires divestiture, and the 
other does not. 

Senator Sparkman. Mr. Belgrano, you make reference to the 
amendment relating to the Equity Corp.-Morris Plan. I have been 
advised by a staff member that under that amendment the Morris Plan 
banks would be covered. 

Mr. Belgrano. Yes, sir. 

Senator Sparkman. The Equity Corp. would not be. 

Mr. Bererano. Exactly. Equity Corp. could continue to own all 
of their nonbanking interests. They in turn would own a banking 
subsidiary which would come under the bill. So the divestment 
feature would not be required of Equity Corp. 


Senator Morse. You would like to have that arrangement, would 
you not? 


Mr. Beierano. Yes, sir. 

In any event, there is no conceivable reason to limit the exemption to 
those investment companies registered before May 15, 1955, or any 
other cutoff date. Why should the Banking and Currency Committee 
of the Senate give a special reward to a company which over the years 
has not subjected itself to Federal Reserve Board regulation and con- 
trol under the banking acts, and penalize a company that has? This 
again is plain discrimination. e have proposed that this provision 
be made available to all companies, and not to just one company. 

The practical effect of this provision, as we propose to amend it, 
would be to eliminate divestiture by permitting any corporation which 
is or becomes subject to regulation under the Investment Company Act 
to own a bank-holding company as well.as nonbanking subsidiaries. 
If this has merit in the case of Equity Corp., it is equally justified with 
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respect to Transamerica or any other company which might desire to 
organize or reorganize so as to be subject to the Investment Company 
Act. 

Senator Morsr. May I go back to a paragraph on page 7? If you 
served on this committee, Mr. Belgrano, you would soon learn you just 
cannot keep up with all of the details of a bill as complicated as this. 
So sometimes you have to ask a question for information and try to 
educate yourself on this as you go along. 

On page 7, speaking of this Morris Plan group, you say: 

The explanation given in your committee report of this special exemption for 
registered investment companies states that such companies are “adequately 
supervised by the Securities and Exchange Commission,” and that “SHC regula- 
tion in such cases is closely akin to the purposes of the bill” (S. Rept. 1095, p. 5). 
This justification, however, is obviously not sound. One act requires divestiture 
and the other does not. 

Let me take your operations. Is it equally true that your subsidiary 
companies, as far as stock operations are concerned, are adequately 
supervised by the Securities and Exchange Commission ? 

fr. Betgrano. The issuance of our stock. Yes, sir. 

Senator Morsz. Is there any vital difference, as far as supervision 
2s concerned, between SEC regulation over your organization and over 
Equity Corp.-Morris Plan? 

Mr. Beigrano, Yes, sir, because we are not under the Investment 
Act of 1940, and our supervision as far as SEC is concerned is the fact 
that we have registered stock. But if the May 15 date were eliminated 
so that Transamerica might have the right to reorganize and go under 
the Investment Act of 1940, then Transamerica could continue to own 
all of its nonbanking subsidiaries and in turn could organize a bank 
holding company and put all of the banks under it, and that part of 
the show—they could own 100 percent of it—would be subject to the 
provisions of the bill. 

Our claim is that this tailor-made exemption gives a monopoly to a 

oing concern to hold all of its interests under one tent, while we, 
Crome of the May 15 date, would not be given the same privilege, or 
any other company. 

Sonate Morsr. Then this testimony that you have given means that 
you think the act ought to be amended so that at least you would be 
provided with an option of complying with the same sort of a plan 
that the Equity Corp.-Morris Plan is provided with if it cares to, 

Mr. Beverano. I think if you intend to give Morris Plan the oppor- 
tunity to continue to hold their investments that all other companies 
ought to have a choice if they would prefer, to become subject to the 
provisions of the Investment Act rather than under the divestiture 
provisions of this new Bank Holding Act, 

Senator Morse. Then is it your contention as far as the subsidiary 
companies are concerned, it is just.as much a holding company under 
the Equity Corp.-Morris Plan arrangement as it is under yours, and 
if one is to be legalized you ought to have an opportunity at least. to 
come within the cover of that legal tent ? 

Mr. Bererano. Exactly. 

The practical effect of this provision, as we propose to amend it, 
would be to eliminate divestiture by permitting any corporation which 
is or becomes subject to regulation under the Investment Company Act 
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to own a bank holding company as well as nonbanking subsidiaries. If 
this has merit in the case of Equity Corp., it is equally justified. with 
respect to Transamerica or any other company which might desire to 
organize or reorganize so as to be subject to the Investment Company 
Act. 

Later, in section 2 (b) of the bill, you find another discriminatory 
provision in the definition of “company.” In the State of Florida, 
a large conglomeration of banks, a paper and pulp mill, a telephone 
company, railroads, and real estate and other nonbanking business, 
are held inatrust. This “Du Pont-Ball” group is just as much a bank 
holding company as a practical matter as is Transamerica. It recently 
advertised its “Florida National Group” in the American Banker as 
the “largest banking organization south of Philadelphia and east of 
the Mississippi,” showing ownership of some 24 b with assets of 
over $550 million. This figure does not include any of its extensive 
nonbank interests. Yet the exclusion of enterprises taking the form 
of a testamentary trust lets the Florida group out and saves it from 
divestitures as well as from control of expansion of its banking 
interests. 

Other types of bank holding companies are also exempt from 
divestiture, and some from all dedribiiion as well. Partnerships, 
religious and charitable organizations, educational corporations, 
funds and foundations, labor unions, agricultural and horticultural 
organizations, are all specifically mentioned. 

Senator Morse. May I go back a minute, Mr. Chairman? I want 
to go back to the discussion of the Florida trust situation. 

Mr. Bererano. Yes, sir. 

Senator Morse. You say in the last sentence on that topic: 

Yet the exclusion of enterprises taking the form of a testamentary trust lets 
the Florida group out and saves it from divestiture as well as from control of 
expansion of its banking interests. 

I am not too familiar with the details of that trust arrangement, 
so this is hypothetical. Suppose that the Florida National Grou 
wanted to buy or asked to buy a bank in Georgia. Can they do it? 

Mr. Bexerano. I do not know I can answer that. My presumption 
is I think all of their banks are in the State of Florida. Whether 
they could buy a bank under the provision of this act or not I cannot 
answer. They do not come under the act. 

Senator Morse. I will find that out. But let’s stay within Florida. 
Do you mean here in your statement when you say “as well as from 
control of expansion of its banking interests” that it is your under- 
standing they could expand their banking interests at least in 
Florida? 

Mr. Bexerano. It is my understanding, not being classified or not 
coming under the definition of a bank holding company for the pur- 
poses of this legislation, that they can do as they please as far as the 
number of banks that they purchase in the State of Florida. That 
is my opinion. 

Senator Morse. So your point is that as far as the practical opera- 
tion of our banking system is concerned under existing law the 
Florida National Group is a bank holding company and if it is bad 
public policy to have bank holding companies operate in respect to 
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Transamerica it is likewise bad public policy to have them operate in 
respect to Florida National Group ? 

Mr. Beterano. Yes, sir. ; 

Senator Morse. That is your argument? Because the practical 
results are identical ? 

Mr. Betorano. Identical. 

Senator Sparkman. Mr. Belgrano, I believe the record should 
show, if it is not alréady clear, that this particular setup in Florida is 
subject to the limitations of the trust under which it was set up. You 
said it could expand to any number of banks it wanted to, subject to 
the limitations of the trust. 

Mr. Beterano. Oh, I certainly grant that, Senator, and subject to 
the laws of the State of Florida. 

Senator Sparkman. Yes. But the point I want to make clear is 
that it was established as a trust. 

Mr. Bererano. Yes, sir. 

Senator Sparkman. And, of course, it would be subject to the 
limitations of that trust. 

Mr. Beverano. Yes, sir. 

Senator Lenman. I am not very familiar with that 

Senator SparKMAN. I am not familiar with its terms, but I thought 
that ought to be clear in the record. 

Mr. Beterano. I do not know the terms, but obviously it would be 
subject to whatever the trust indenture was; how it was set up. 

Senator Lenwan. I am not familiar with the terms of the trust, 
but do I understand that this testamentary trust actually operates 
the banks which it holds ? 

Mr, Bererano. Yes, sir. The testamentary trust owns and operates 
all of the interests of the so-called Ball-du Pont Group. There are 
24 individual banks that are owned. And in this advertisement I 
read, they were listed by name. They combined all the assets, coming 
to the $550 million. 

Senator Lenman. Is the stock interest complete in these banks ? 

Mr. Beterano. I cannot answer that,sir. I do not know. 

Senator Morsr. Mr. Chairman ? 

Senator Sparkman. Senator Morse. 

Senator Morse. You pointed out you are not familiar with the 
terms and conditions of the trust. I want to have our staff expert 
look into this and advise us for discussion at executive session. If 
this is a perpetual trust—and I would not be surprised if it is—then, 
of course, the so-called label “trust” is not going to change very much 
its power to expand. And not only that, but I think we ought to 
also know while: or not it would not be possible, even though the 
trust setup is under the jurisdiction of Florida law, whether or not 
it does not have the privilege, however, of expanding its banking 
operations beyond Florida if it meets Federal permission. And if 
it does, then I think we have a very serious point here in regard to 
the alleged discriminatory features of this exemption. 

Mr. Bexierano. Senator, the only information I was able to obtain 
is Shown on appendix 3 which you have, which is the advertisement, 
and then this information which I obtained from Moody’s. I haye 
no way to know—— 

Senator Morse. I think it is our duty, not yours, to investigate the 
nature of the terms and conditions of this trust. 
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Senator Ropertson. May I ask the witness if the information he 
has concerning the operations of the du Pont trust shows that during 
the history of that trust there has been any upstream, downstream, or 
parallel loans from any bank that the du Pont trust controlled ? 

Mr. Beterano. I do not have the least idea, Senator, 

Senator Rosertson. That is a fact. That is a fact, and it is quite 
different from your type of operation. 

Mr. Bexerano. Well, it is not any different from a practical stand- 
point, Senator, in my opinion. 

Senator Rosertson. There is a lot of difference between those who 
are working for Mr. Belgrano and his stockholders and those who are 
working for crippled children and other charities. Quite a bit of dif- 
ference in my opinion. 

I do not blame you for working for the high dollar. But if du Pont 
trust is working for the trust dollar and it has never intermingled its 
assets of a nonbanking character with its banking assets and it has 
yaet gotten any upstream, downstream, or parallel loans from its 
yanks 

Mr. Beterano. Transamerica has never mingled its nonbanking 
enterprises with its banks, and, irrespective of the law which permits 
certain types of loans to be made by Transamerica’s banks to its sub- 
sidiaries, by our own policies we prohibit it, so there are no upstream, 
horizontal or downstream loans practiced in Transamerica. 

Senator Rosertrson. I do not know the details of Transamerica’s 
operations. All I know is that throughout the Pacific West and 
Northwest the opposition that Transamerica has given to private 
banks which are limited on nonbanking assets, and cannot cross State 
lines, has created a national situation such that if there wasn’t but 
one bank holding company in America, and that is Transamerica, Con- 
gress should take some action to protect independent banks of that 
area. 

Mr. Bererano. Senator, if the Senate has any ideas of a danger 
existing, as I suggested a few moments ago, I would think that it would 
be right and proper to assign some governmental agency that knows 
something about banks to develop the facts. I do not think legisla- 
tion of this kind can be—— 

Senator Roperrson. Do you mean that when the Department of 
Justice spent 2 years to try to prove that you were a monopoly in re- 
straint of trade and the Chairman of the Federal Reserve Board spent 
about $2 million of Reserve Board money to break up your operations 
as being in restraint of trade that they did not feel they had some 
evidence that your operations were not in the interests of good 
benuae’ 

Mr. Bererano. For the matter of the record 

Senator Ropertson. And you ask me to get somebody to look into 
it’ You had to take that case to a circuit court of appeals, and that 
court found that the Government did not have quite enough evidence. 
It evidently had some or you would not. have been in court for two 
years, 

Senator Morse. Well, I do not know—— 

Mr. Brxierano. Senator, 

Senator Morse. I say respectfully that it does not follow because 

man is indicted that he is guilty. 
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Senator Rosertson. He says I ought to get somebody to investigate 
what he is doing out there to see if it is in the public interest or not. 
The Government had 2 years of litigation over that very issue. 

Senator Morse. The test is the decision, and the decision did not 
find him guilty of the charge. 

Mr. Beterano: Senator, for the record, the Justice Department was 
not involved. It was a case of the Federal Reserve Board against 
Transamerica under the Clayton Act, section 7. The time limit was 
over 4 years, rather than 2. 

When the Federal Reserve Board rendered its decision, we took the 
case to the Third Circuit Court in Philadelphia. The decision was 
upset. The Federal Reserve Board took the case to the Supreme 

Sourt of the United States, and we were vindicated. 

We could have a suit like that brought against us tomorrow or day 
after tomorrow. 

We have contended continuously that if you have to strengthen the 
bank laws, if the antitrust laws or the Clayton Act are not strong 
enough, the avenues are open to make them stronger. 

We believe in competition. We are opposed to monopoly. And 
we proved our case that we were not a vend to monopoly nor did 
we lessen competition. 

Senator Roperrson. The Federal Reserve Board had concurrent 
jurisdiction with the Department of Justice over this antitrust mat- 
ter, and they felt they were vindicated in the district court. You beat 
them in the circuit court of appeals. 

Mr. Berterano. The case was a hearing of the Federal Reserve 
Board, and the decision came from the Federal Reserve Board, not 
from any other court. The decision was a peculiar one. It was a 
3 to 2 decision, and one of the members that voted against us in the 
decision was the hearing officer. We took the case to the third cireuit 
court after the decision of the Federal Reserve Board. 

What I was trying to suggest is that the only thing that is impor- 
tant is that the public interest be maintained and that competition 
is not lessened and that tendencies to monopoly do not exist. But 
when you have listened for months, with volumes of testimony, and 
only listened to the independent bankers and the bank holding com- 
panies, you are getting opinions from people who operate banks in 
different manners, no facts. Facts are the important thing, whether 
this is in the public interest or against the public interest. 

Senator Roserrson. On the subject of getting opinions, I believe 
you submitted to all Members of Congress a pamphlet called Economic 
Aspects of Federal Regulation of Bank Holding Companies, Decem- 
ber 1955. 

Mr. Beterano. Yes, sir. And with your permission, sir, I would 
like to have that document put into the record. 

Senator Roperrson. Well, I do not object. because I would be glad 
to ask you a few questions on it. 

It will appear in the record following your oral testimony. 

Mr. Bererano. Incidentally, some people have asked what Stan- 
ford Research Institute is. May I put their annual report in the 
record ? ; 

Senator Ropertson. Oh, that will be too voluminous. I do not 
think there is any point to it. I do not mind this pamphlet getting 
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in the record though every Member of Congress got one and I reckon 
you sent it to all other friends you wanted to help you beat any 
legislation on this subject. 

Did you pay the Stanford Research Institute to prepare that re- 

ort ¢ 
Mr. Brrerano. Yes, sir. 

Senator Rogertson. What were your instructions to the institute in 
preparing that report? Did you tell the institute to summarize all 
the testimony taken at all the hearings on this bill or just your festi- 
money given at certain hearings? 

Mr. Bererano. I called in representatives of this institute first to 
inquire as to their method of procedure and whether they could do 
the job that I would like to have them do. And my request was this: 

There are volumes of testimony both in the House and the Senate 
that start back from 1933. I have found no evidence or proof of the 
statements backing up the testimony, and could you accept this job of 
reading every word of testimony, and when you get through reading 
every word of testimony come up with some conclusions as to whether 
or not you believe the Congress of the United States has the facts wpon 
which legislation of this character can be adopted ? 

And that is exactly what they did, and we arranged a fee for that 
sort of a job. 

Senator Rorertson. This report is iisted as from the Stanford 
Research Institute. 

Mr. Betorano. Yes, sir. 

Senator Roserrson. Does that have any connection whatever with 
Stanford University ? 

Mr. Brierano. That is why I was anxious to put into the record 
their annual report because it tells the story. 


Stanford Research Institute is a nonprofit corporation affiliated with Stan- 
ford University. It provides a confidential research and factfinding service to 
business, industry and Government on a contract basis. All research results 
are the exclusive property of the client. 

The institute was founded in November 1946 by action of the trustees of the 
Stanford University at the request and with the support of a group of leading 
west coast industrialists. Its progress and growth have depended upon the 
income from research investigations conducted for industry and Government 
and upon contributions made by industry. The volume of research activity now 
amounts to more than $10 million per year. 

The professional and technical staffs include several hundred engineers, 
chemists, physicists, economists, and other specialized technical personnel. In 
addition to the full-time staff maintained by the institute, consultants are avail- 
able if the need arises for special skills or extensive experience in specific in- 
dustrial fields. In this way the capabilities of the institute staff can be quickly 
and economically augmented to meet unusual research demands. 


Now, this is quite lengthy. 

Senator Roserrson. Well, I do not want you to read it all. I would 
like to know who put that out. 

Mr. Betcrano. Who put what out? 

Senator Roperrson. Who made that statement that you have just 
read ? 

Mr. Beterano. Well, it is put out by order of the board of direc- 
tors, I presume. The annual report of the institute. 

Senator Rosertson. I had a reason for asking you, because Mr. 
Harry Harding, of California, phoned me that he had been in touch 
with a Mr. Findlay Carter who was the head of this research in- 
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stitute; and that Mr. Findlay Carter told him that the Stanford 
Research Institute had no connection whatever with Stanford Uni- 
versity. . He said that you had hired him to make this report, and 
he had made it for you, but he did not know at the time he made it 
what use you were going to make of it, and that it was in no sense 
a comprehensive discussion of what was involved. 

Mr. Beicrano. Well, Mr.—— 

Senator Rosertson. That it was to a large extent a summary of 
your own views. |. 

Mr. Breverano. Well, I would like to suggest that Mr. Harry Hard- 
ing was misinformed. There are no views of mine in this report 
whatsoever. I had no part.in making it. I do not know who Mr. 
Findlay is. I do not see his name here in a hurry. 

Senator Ropertson. His name is Findlay Carter. 

Mr. Bererano. Oh. Carter? 

Senator Roperrson. Mr. Harry Harding phoned me that Mr. Carter 
was the head of this organization and it was not a charitable organi- 
zation in any sense, which is indicated by the fact that you were able 
to hire them, but that it was a commercial organization that would 
make research on economic problems and that you employed him 
to do that job for you. 

Mr. Bererano. I did employ them as many other people employ 
them. I wanted an unbiased report from experienced people who 
knew how to make it. 

Senator Rosertson. I think it is quite important that we have the 
real facts as to whether it was an unbiased report of a charitable 
organization affiliated and definitely a part of a great California Uni- 
versity or whether it was a private organization which would make 
reports on economic issues for a fee. 

r. Bevarano. Well, I cannot tell you whether it is a charitable 
institute or not, and I haven’t any interest in it. The question of 
whether we paid a fee, the answer is yes. And if you would accept 
this report, if not for the record for yourself, it might give you some 
more information as to the workings of it. 

Senator Roserrson. I could not accept that report until I saw it 
and found out just who put it out. 

You said that you did not intermingle your assets of a nonbank- 
ing character with your banking assets. I think it would be pertinent 
for us to know the scope of your operations. I believe that a former 
acting chairman has asked you about your banking affiliates. 

Mr. Bererano. Yes, sir. 

Senator Rosertson. The fact is that you have deposits, I believe, 
approaching $2.5 billion ? 

r. Bererano. Yes, sir. 

Senator Ropertson. Does the name Transamerica mean that the 
organization is to go clear across America from coast to coast? 

Mr. Bererano. I did not hear you. 

Senator Ropertson. Does the name Transamerica mean that the 
organization is to go across America from coast to coast ? 

Mr, Bererano. I did not name Transamerica, Senator, and I do not 
think it means that, whether it goes coast to coast or around the world. 
I do not think there is any significance as far as the name of Trans- 
america. We are doing business, and I cannot sneak for Transamerica 
in the future. I am governed by its board of directors. I have very 
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few years before my retirement, but I shall be delighted to tell you 
what I think Transamerica ought to do for the present. I think it 
should employ its funds in supplying banking capital to our great 
Western States, the Pacific Coast, and Mountain States,.where bank- 
ing capital is so needed in the development of the rich resources of that 
area. 

We are a western company primarily, and I think we could > 
very busy and find adequate investments to stay in our own back yard. 

Senator Roserrson. Well, you are a pactagp of one of the most 
successful bankers that this Nation ever has known, Mr. Giannini. 

Mr. Beterano. I agree with that. 

Senator Roserrson. And he took a great pride in you because you 
were a mighty smart, able man. 

Mr. Beterano. Thank you. 

Senator Rosertson. And he trained you in the banking business. 

Mr. Beterano, Yes, sir. 

Senator Roserrson. And then to avoid, I assume, any more anti- 
trust suits, he decided to divorce Transamerica from the Bank of 
America, which is possibly the largest private bank in the world, with 
assets of over $9 billion. Is that correct ? 

Mr. Bererano. Yes; the Bank of America assets as I recall are 
about $9.5 billion, It is the largest private banking institution in 
the world; yes, sir. 

Senator Roserrson. It isa remarkable institution. 

Mr. Bererano. Yes, sir. 

Senator Roserrson. There is no doubt about it. 

Mr. Bererano. I am delighted to pay them that compliment as a 
competitor of ours. 

Senator Ropertson. Well, you have to acknowledge success when 
you see it. 

I was just wondering if you had the ambition to become even a 
greater banker from coast to coast than Mr. Giannini was. 

Mr. Berarano, That compliment I cannot accept, because I haven’t 
the vision or the capabilities that Mr. Giannini had. 

Senator Roserrson. You do not do badly. 

You do have an insurance company, I believe, which is the 12th 
largest in the United States and operates in every State except one. 

Mr. Beterano. Yes. 

Senator Roserrson. Did you call on every employee of that insur- 
ance company in every State to write every Senator they could op- 
posing bank holding company legislation ? 

Mr. Bererano. I will be glad to tell you what I did. I wrote to 
every stockholder, 120,000 of them. I got in touch with the presidents 
and the executive oflicers of every company that we own, laid the cards 
on the table, and told them that this was not a one-man battle, it was 
theirs, if they wanted to take an interest in it. And they did take 
an interest in it. And the testimony—— 

Senator Rorertson. There is no relation, you would have us be- 
lieve, between your banking and your nonbanking operations, but you 
have a nonbanking operation with assets of $600 million or $700 
million, do you not? Tf you would put the real market value on that 
insurance—— 

Mr. Bererano. Oh, yes, even more on that, on real market value. 
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Senator Rozertson. While there was not any commingling of funds, 
you did ask your stockholders to write, you say ? 

Mr. Beterano., Yes, sir. 

Senator Roserrson. You have an insurance company operating in 
all States except one? 

Mr. Beterano. Yes, sir. 

Senator Rosertson. You asked them to let the members of the 
Senate know that this was a mighty bad bill I was proposing and 
that they should certainly write every Senator they could reach. 
Some of your ar in Virginia—they were not stockholders, 
but they were employees of your insurance company—wrote me. 

Mr. Burerano. Yes, sir. 

Senator Roserrson. I assume that in every State where you had 
banks, branches, or what not, they were advised that this was a yery 
bad proposal from their standpoint and to let their Senators know 
this should never go through. You were not commingling any as- 
sets. You were in competition with State banks that could not cross 
State lines and could not have any nonbanking assets. You were 
in competition with national banks that could not cross State lines, 
and they could not have $600 million or $700 million or $1 billion of 
other assets which could be maneuvered one way or the other for 
business and what not. But you wanted all of your employees and 
all of your stockholders to communicate to the Members of the Senate 
that this isa bad proposal. Yet you say that the independent bankers 
have no reason to complain of the kind of competition that you give 
them. 

Mr. Beterano. Now, for the record. 

Senator Roperrson. Yet you have an organization of national in- 
fluence and national contacts to assist your expansion. I believe it 
has been brought out how much your expansion was since this bill 
first passed in the House. You proceeded to get as many banks as 
you could during that time. 

I went along with your tax suggestion so that if you would later 
want to dispose of some of those banks and could prove that you did 
not sell them for tax evasion purposes, you would be in the clear. 
All the banks you have subsequently acquired and anything else you 


subsequently acquired would be covered. I went along with that, did 
I not? 


Mr. Beterano. Yes, sir. 

Senator Rosertson. All right. Yet you think that these independ- 
ent bankers have no right to complain of the kind of competition 
you have been giving them—and even more, if you saw fit to do it? 

Mr. Beterano. Senator, for the record, you suggest almost that 
those who have written letters to the Senators did it by compulsion. 
If you have read any of the notices to our stockholders, you will see 
that the management gave our stockholders their point of view and 
suggested that if their view agreed with ours that they could address 
themselves to the Senators of their particular State. 

Senator Roserrson. Oh, no, I did not mean compulsion. I just 
meant to infer you had a very fine organization, a very effective or- 
ganization, and a very loyal organization, and any known wish of 
yours was their command, because they gladly did whatever they 
thought would please you. 
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Mr. Bererano. Well, Senator, do you believe that the heads of 
some of these nonbanking subsidiaries that came here. personally to 
discuss the matter with their respective Senators in the States in 
which these companies were domiciled did it because they were pleas- 
ing me? Would you not allow a thought that possibly they did it 
because they wanted to remain part of ‘Transamerica Corp. and have 
ine strength and the stability and the managementship of that. sort 
Oo 


Senator Ropertson, Mr. Belgrano, they were your employees. They 
were helping themselves when they were helping you. . Your interests 
were parallel. They thought it would be to their interests to be 
connected with Transamerica and the $2.5 billion of bank deposits 
of Transamerica. So if they needed a little more working capital than 
they could otherwise easily get, Transamerica would know how to find 
it for them. 

Mr. Beiorano. Well, do you think that the messages that the Sen- 
ators have received from the so-called unit bankers, the independent 
bankers, all came spontaneously? Do you not realize that those letters 
were encouraged by the so-called managers or secretaries of the inde- 
pendent bankers’ association who sent them the material so that they 
in turn could have become proponents of this legislation ? 

Senator Roserrson. Here is what I think about the independent 
bankers. I have held public office for 45 years. An independent 
banker wants deposits from all political faiths. He wants to make 
loans to all political faiths. And they would rather be neutral on 
all political issues. But when they were informed that here was a 
political issue where the pin points were being stuck in them and 


if they did not stand - and be counted it was going to be too bad 


for them. They realized what it was, and on that rare occasion the 
sat down and let their Senators know that, “While we do not ordi- 
narily take part in politics, do not think that we are too lacking in 
personal courage plus a conception of what our rights are to ignore 
those who will run over us roughshod—50 bank dating companies— 
when there are 14,000 or 15,000 of us.” 

That is the reason I think they wrote. 

Mr. Beierano. Senator, again those are opinions just as I give you 
my opinions, and if there is any apparent danger, is there not a way 
to determine what is best in the public interest ? 

Senator Roserrson. That is what we are trying to do here. . That 
is what we are meeting here for. That is what we have been working 
on for 5 years. And that is the reason I think that we have already 
on the floor of the Senate, with the last amendments, a mighty good 
approach to what the independent bankers think is a real threat to 
their future. 

Mr. Beterano. Well, do you not think that an examination ought to 
be made to determine whether the statements they make have any 
foundation? Is it or is it not in the public interest ? 

Senator Rosertson. They have been testifying for 5 years. 

Mr. Beterano. But they have—— 

Senator Roserrson. Everything they have testified to has been at 
public hearings. There is no better prepared froup than yours with 
accountants, with lawyers, and with experts of every kind of analyze 
every statement that has made and to point.out to us where they are in 
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error in all of these statements that the competition is unfair, and that, 
they want some control put upon that type of banking. 

Mr. Bererano. But it has not been proven to be unfair. We can 
certainly stand up and suggest that— 

Senator Roserrson. Let me make a prima facie case merely by 

ointing to the National Banking Act of 1933 which says no State 
bank can cross a State line, that no national bank can cross a State 
line, that no State bank or no national bank can be in any business but 
the banking business. They said, “If that applies to us and that is in 
the public interest, why should there be 50 corporations that it does 
not apply to?” 

Mr. Beterano. Senator, that applies to us. 

Senator Roserrson. That throws the burden on you to answer that. 

Mr. Bererano. That does not apply to us, Senator. Our banks, not 
a one of our banks has anything to do with any nonbanking interest. 
Not one of our banks is privileged to cross the State line. We are 
under the same laws. Our national banks must obey every law, the 
same laws that the independent bank obeys. 

Senator Rosertson. But what banking institution—even the great 
Bank of America with $9.5 billion—$2 billion more than Chase-Man- 
hattan combined—could have an insurance company with $447 million 
of assets and. a casualty 

Mr. Beterano. They haven't. 

Senator Rosrerrson. A fire and casualty insurance—— 

Mr. Bererano. They haven’t. 

Senator Roserrson. What? 

Mr. Bererano. They haven’t. 

Senator Ropertrson, Of course they haven’t, but you have, and you 
are in the banking business with $2.5 billion of deposits. That is not 
chickenfeed. You have that. You have this fire and casualty insur- 
ance company, Pacific National Fire Insurance Co.; do you not? Do 
you not have that? 

Mr. Beverano. Transamerica does, not the bank. 

Senator Rorerrson. I know. 

Mr. Bererano. Our competitor to the Bank of America is the First 
Western Bank & Trust Co., and that bank does not own any nonbank- 
ing entities—— 

enator Ropertson. I know. 

Mr. Bererano. Whether it be fire insurance or not. 

Senator Roserrson. When I ask you a question on this side, you 
are a banker. I ask you another question on this side and you are an 
insurance manufacturer or a fish manufacturer or something else. I 
am trying to keep you in the middle—that you are head of all of them. 


That is all. Just do not give me one answer on one side and another 
answer on another side. 


Mr. Bexerano. I am not trying to. 
Senator Roperrson. Let’s indicate what you are in, that is Trans- 
america—and you are Transamerica. 


Mr, Bererano. That does not mean that our banks can do things 
other banks cannot do. 


Senator Roserrson. Maybe not. 
Mr. Beterano. Because we have ownership of stock. 
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Senator Roserrson. But let’s go h what you can do in a non- 
banking way that other banks cannot do. You have the Manufac- 
turers Fire lneuianas Co.; do you not? 

Mr. Bererano. That is right, 

Senator Roperrson. These fire insurance companies have assets of 
about $98 million ¢ 

Mr. Bexerano. I assume that is right if you have the figures there. 

Senator Roserrson. You also own the Capital Co. which develops, 
operates, and manages real estate? 

Mr. Bererano. Yes, sir. 

Senator Rozerrson. Do you have any gas and oil properties? 

Mr. Bexerano. Yes; we have interests in gas and oil properties 
in the Capital—— 

Senator Ronertson. I am not going into any details on that. 

Mr. Bererano, What’s that? 

Senator Roserrson. I am not going into into any details on that. 
J just wanted to know whether you had any or not. 

Mr. Beverano. You asked the question, Senator, and my answer is 
yes. As we sold properties that originally came in under foreclosure 
we retained some of the gas rights and oil rights in those properties, 
And we receive royalties on wells that have been dug on those proper- 
ties by other interests. 

1 Senator Roserrson. And you have Allied Building Credits, 
ne. 

Mr. Beierano. Yes, sir. 

Senator Rozerrson. Which buys, sells, and services installment notes 
on home improvements and like construction ¢ 

Mr, Bererano. Yes, sir, 

Senator Rozerrson. Do you have General Metals Corp., producer 
of steel, iron castings, pipe fittings, diesel engines, and other products? 

Mr. Bererano, Yes, sir. 

Senator Rozertson. Do you own—— 

Mr. Bererano. And engines. 

Senator Roperrson. Oh, I'll bet they are. Do you own Columbia 
River Packing Association in the great State of Oregon ? 

Mr. Beterano. Yes, sir, 

Senator Rosertson. That is a fine operation, too, I have heard. 

Mr. Bererano. Yes, sir. . 

Senator Rosertson. And do you own some 10 other minor sub- 
sidiaries not as big as those I have mentioned, do you think? 

Mr. BELeRAno, ‘ think so, yes, sir. 


Senator Roperrson. The capital assets of these various things I 
added up to about $650 million, but I do not want to downgrade you 
any. Probably a billion? 

r. Beverano. I guess that is a matter of opinion. 
Senator Rozerrson. Well, I would say you area — big operator 


in both fields. Any company that can control $1 billion of non- 
banking assets and $214 billion of banking assets is a big operator. As 
I say, I give you it for being a mi smart man and a mighty 
able man. I do not criticize you for w g to kill this legislation, 
because it will be to your interest to do it. ‘ 

I am here though spenkiig for all of the bankers of America, and’ 
they do not think it would be to their interest to permit you to go 
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unchecked and keep grabbing up these little banks here, there, and 
everywhere as you have done even in the last year. They think there 
should be some reasonable restraint on you. They have agreed they 
do not want to put any harsh penalty on you. The independent 
bankers have not but this committee has agreed that we are 
not going to put you in a straitjacket. You can justify any future 
expansion before the Federal Reserve Board. You can make your 
case there. We say you must separate banking from nonbanking and 
come within the policy of the Banking Act of 1933. We do not 
want to put any improper tax liability on you whatever in that 
connection, 

I do not know, frankly, Mr. Belgrano, anything more I can do. 
You have been in my office, just as pleasant—and you can be mighty 
pleasant—and I have talked frankly and in a friendly manner ‘with 
you. Ido not know anything more I can do unless I take your posi- 
tion, kill the bill, and forget about it. 

Mr. Bererano. You could taken another position, Senator, and 
that is determine whether or not the statements made by both sides— 
both who have interest—determine whether it is in the public interest 
to put curbs on bank-holding companies or to pass any other regulatory 
measures that will be in the public interest. 

There is one thing, Senator, that you must remember. 

Senator Roperrson. Well, just before you get to the point that we 
must take a look. I succeeded Carter Glass. You probably knew 
him. 

Mr. Bercrano. What's that, sir? 

Senator Roserrson. Did you know Carter Glass / 

Mr. Beterano. Yes, sir. 

Senator Roperrson. He was an able man, was he not ? 

Mr. Bererano. Yes, sir. 

Senator Roperrson. He was chairman of this committee, was he 
not? 

Mr. Breterano. Yes, sir. 

Senator Ropertson. He was later chairman of the Appropriations 
Committee ? 

Mr. Bexerano. Yes, sir. 

Senator Ropertson.. He was President pro tempore of the Senate 
and one of the most distinguished statesmen in that body. He was 
a national figure, was he not? 

Mr. Berarano. Yes, sir. 

Senator Rogerrson. He was as effective an operator as we have had 
on this scene for many years, either before or since, was he not? 

Mr. Bererano. Yes, sir. 

Senator Roperrson. He was a man ‘that even the famous Reed of 
Missouri, who was one of the most skillful debaters in the Senate, 
never tangled in debate with. Nobody wanted to tangle in debate 
with him, did they? 

Mr. Bexerano. That I do not know, sir. 

Senator Rozertson. I ean tell you that is a fact. He tried twice to 
amend his own Banking Act of 1933. He got one bill on the calendar 
and never got it any further. The next bill he introduced he never 
got out of committee, and he gave up. 


' 
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I do not know who in the intervening years made an effort, but 
I started it in 1950, as you'know. 

Mr. Betorano. Yes, sir. 

Senator Rosertson. Your general counsel testified then. I thought 
he was one of the smartest lawyers I ever saw, and I enjoyed hearin 
him. I did not agree with all he said, but certainly we gave you a full 
chance to be heard. 

I was not in too much sympathy at that time with that antitrust 
suit against you, and I think I indicated it to your counsel. Your 
counsel won that suit, did he not? 

Mr. Bevorano. He was one of the attorneys. That is right. 

Senator Ropertson. He was an able man. He is now with Trans- 
america ? 

Mr. Bererano. Yes, sir. 

Senator Roserrson. Well, anyway, I could not get a bill out of 
committee. Then I introduced another bill, and I could not get it out 
of committee. And then last year I introduced another bill, and 
1 had to agree with all the suggestions of my fine friends on this com- 
mittee, some of which I did not endorse too much myself, to get an 
bill out of the committee. We put it out then as a committee bill 
The subcommittee and then the full committee approved, and that is 
the first time. 

But that was after all of these hearings over this period of years. 
All but 40 of 435 Members of the House had voted for a much more 
stringent bill which our committee said is just too tight on you fellows 
and we didn’t want to go that far with you. 

Yet you do not give me any eredit whatever for a moderate approach 
to you in a sense of fairness, to a bank holding company as a legal, 
legitimate business organization. You do not give me credit for 
being fair with you. 

Mr. Beterano. Oh, Senator, I do give you credit, not only for being 
fair but courteous and patient. And I think that is beyond the ques- 
tion. But you are not suggesting that you want to compel me to agree 
with your conclusions when I do not? 

Senator Ronerrson. Oh, certainly not. No. | 

Mr. Bererano. I think you are wrong, and I think you are on the 
wrong basis. 

Senator Rosertson. You think I am wrong, and you know from a 
financial standpoint you would rather sit just where you are, and from 
a financial standpoint I would like to be sitting in your seat. I never 
have had any money or ever been in control of any kind of money like 
that. But it must be a very pleasant kind of seat to occupy. 

Mr. Beterano. You have a lot more fun that I do, Senator. 

Senator Rozerrson. Well, I think we understand each other. Any 
further questions? og 

Senator Busu. Mr, Chairman, I have been following this with a 
great deal of interest here, and I just want to say to Mr. Belgrano 
that I think he has been a wonderful witness today. He has thrown 
a great deal of light on this subject, and I want to congratulate him. 

Mr. Bererano. Thanks. . 


Senator Busu. I want to congratulate you for the way you have 
conducted yourself in the witness chair and cooperated with this 
committee. , 
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L-think he has made an awfully good case so far, and I do not want 
to interrupt, about the discriminatory features of this bill ‘in its pres- 
ent form. Frankly, I will say just aS’ one Senator here that it leaves 
me in the position of rather hoping that this bill can be recalled here 
before the committee before we take any action on it on the floor, 

Senator Rosrertson. Of course, that will mean the end of legisla- 
tion for this session. That is all that would mean. 

Senator Busn. Well, I do not—— 

Senator Roserrson. You must bear in mind 

Senator Busu. I do not know whether it would or not. 

Senator Ropertson. I do not know how many cases he cited. Did 
he cite anything except the Du Pont Foundation ¢ 

Senator Busu. What? 

Senator Rosertson. Did he cite any case of discrimination except 
Du Pont? 

Senator Bus. You hadn’t come in. He cited lots of them. He 
cited about eight pages of them. 

Senator Roserrson. You refer to the one-bank definition ? 

Senator Busn. Yes; differen€ kinds of discrimination. 

Senator Rosertson. Do you not think it is a little different as be- 
tween 1 bank and 150 banks? 

Senator Busn. I think it is a lot different; yes. My point is this— 
I might as well state it——— 

Senator Ropertrson. With all due deference, did I not introduce 
a bill with the one-bank definition ? 

Senator Busu. I am sure you did if you say so. 

Senator Rosertson. I did. And did not I tell everybody that if 
you limit it to 50 you are going to have trouble and if you have 164 


you will never get it through and the pressure of $25 billion of con- 
centrated assets cannot be withstood ? 

Senator Busu. May I say to the Senator this: I am not taking any 
issue with him, and goodness knows he has worked very hard for this 
legislation. I want to have % 

i 


ou hear this, Mr. Chairman. 


Senator Rosertson. I am listening. 

Senator Busu. You have worked very hard over this very difficult 
problem. I do not think anybody on this committee can fail to appre- 
ciate that. But I think this whole thing raises the question of om 

ood is this holding company device as a device at all? What this 

ill does when you get all through is to perpetuate the device. The 
question keeps recurring in my mind, frankly, and it is recurring this 
moment, of whether or not it 1s a sound device at all. If we are going 
to have a holding company bill, which I think might be desirable, if 
we can work one out—and we know how hard it is to work out— 
which is much more definitive than this and which you might say 
goes so far as to abolish the holding company, as far as banks are 
concerned. 

Senator Roperrson. You are expressing the philosophy now of the 
House bill... | 

Senator Busu. No; I am not. 

Senator Roserrson. ‘That was the fact that “We do not think these 
are really legitimate operations.” 

Senator Busu. It is purely accidental. I never read the House bill. 

Senator Roserrson. It was that, “We cannot put them clear out of 
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business right now, but we will put them in a straitjacket and look at 
them later.” 

Senator Busn. I want my rémarks for the record. I have not 
spoken on this bill before, but I believe that banking is more like a 
profession than a business and’ 'thatit-ought*to*be* se “from 
other businesses just as it is at the State level by the State banking 
commissions. Al] these banks that Mr. Belgrano runs are subject to 
the State or Federal regulation, which I think they should be. I 
believe that banking is a State responsibility basically, and, just as 
our national banks have to conform to State laws, so I think the whole 
business of banking should be confined to State jurisdiction as far as 
it possibly can. 

Senator Rozertson. Well, I—— 

Senator Busu. I just want to conclude, please. 

Senator Roperrson. Go’ahead. 

Senator Busu. The more I see of this the more I am impressed with 
Mr. Belgrano’s statement about the various discriminatory aspects of 
this legislation, but also—I am sure this will not please the witness— 
I go further than that and say that the more my reservations accumu- 
late concerning the desirability of the holding company device at all, 
so far as banks are concerned. 

Senator Ronertrson. Well, I would say 

Senator Busu. I would like to hear the witness finish his statement. 
He has a very good statement. 

Senator Roperrson. We will meet again on Friday of nextweek, 
and I will say to the Senator from Connecticut if he wants to offer a 
tighter bill than we have and just say in effect that these are illegal 
concentrations in restraint of trade—the preamble in the House bill 
practically says that, not quite in those words—he can do so. But we 
say in our report it is a legitimate type of business and that we think 
there should be some restraints upon future expansion. We are not 
taking a bank away from any of them, and we do not go into the ques- 
tion of branch banking within the State. We think that is a separate 
field. 

I unwittingly interrupted Mr. Belgrano before he finished his 
testimony, and he can .either. compote that in extenso, he can insert 
it in the record, or handle it as he pleases, because I want to extend him 
every courtesy here today. 

Mr. Beterano. Well, how can I complete it, sir? I did not hear. 

Senator Rogerrson. I said either in extenso—you can read eve 
word- ‘ 

Mr. Beterano. I would like to. 

Senator Roserrson. Or you can summarize it or put it all in the 
record. 

Senator Busu. I hope the witness will continue his statement, 
because it is a very excellent statement so far. 

Senator Morse. Mr. Chairman, I would like the witness to read 
every word of it, because this is a seminar for me, and I am learning 
as he goes along. 

I do not want to get into the delightful exchange between the 
Senator from Virginia and the Senator from Connecticut other than 
to say this: es . . 

Mi. Belgrano can take the stand as an adverse witness as far as m 
position is concerned on the need for bank holding legislation. As 
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have understood by conversations with Mr. Belgrano, I do not think 
he would with my general position that I think we ought to have 
some bank holding legislation, 1 think he would accept the status quo. 
I may be doing him an injustice. a3 

But I do want to say that when I vote for bank holding legislation 
I want to vote for holding legislation that I think is completely 
fair and equitable. 

I am having the same difficulty in thinking through this problem 
that the Senator rom Connecticut is having. I think the Senator 
from Virginia knows how fond I am of him. Our differences over 
this act I think can be pinpointed to this difference : 

I thought the act the Senator from Virginia first proposed with the 
one-bank provision was sound in principle, and the Senator from 
Virginia, now that he has cited it here inopen meeting, will not object 
to my pointing out that he has taken the position here before that the 
opposition to it was just too strong. 

Senator Ropertson. That is right. 

Senator Morse. Well, you see, I think if the principle is sound we 
ought to take on the opposition, and I think that when you start com- 
promising the principle you destroy the principle. You cannot com- 
promise it and have a sound principle left. 

That is what is troubling me in my thinking on this whole matter. 
I think to make this nondiscriminatory and fair and equitable we 
have got to make it uniform in application.by its principle. 

I see no reason why Grace Co. and these other outfits should get this 
exemption under this bill. 

I want Mr. Belgrano to know that, if he thinks I am in his camp, 
I am not in his camp. I am just as open minded as a man can be on 
this. And you are still educating me. 

I want to say, Mr. Chairman, that I have received a great deal of 
mail from independent bankers too. There has been discussion this 
morning about the mail we have received from the subsidiaries of 
Transamerica’s operations. The independent bankers have made 
perfectly clear their position strongly favoring to this bill, For 
example, I received about 10 days ago @ letter-from an independent 
banker in my State who made clear that he not only did not like my 
,0lities but he did not like my position on this bill. The trouble with 
fins is that he does not clearly understand my position on this bill. 
T replied to him as I have replied to Mr. Belgrano, and Mr. Belgrano 
can produce letters out of his files in which I have made clear to him 
that I favor some bank holding legislatien. But I have teld him, as 
I have told the independent bankers, as I wrote to this most recent 
independent banker in Oregon who has protested to me, that I shall 
only vote for bank holding legislation that is fair and equitable and 
applies uniformly rules and regulations upon all bank holding com- 


les, 

I have yet to find out anything in this record that shows that we 
have got a great ogre here in Transamerica that is going to do our 
country great damage if we do not have special discriminatory legis- 
lation against it. I want a bank holding act that rok to all bank 


holding companies. That is my position, and until you can convert 
ii to atiother point of vieW that iEthe positidie am going te take on 
the floor of the Senate. 
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I got a little amusement this morning’ out of some bankers’ sheet 
or newspaper that got out’ big headlines about what I am going to do 
on the floor of the Senate, taking out of context some little sentence 
in the transcript of our last hearing. Let me say to the banking 
fraternity of America that that story far from represents my point 
of view. I am just going to fight on the floor of the Senate for what- 
ever amendments I think necessary to make this a uniform bill with- 
out any unfair exceptions. 

i did not mean to make a speech. 

Senator Ropertson. Senator, we always welcome your comments, 
and we know the great sincerity with which you approach all these 
problems. But you remember that Senator Glass was a great stickler 
for principle. In 1934 wher we went off the gold standard, nobody 
fought more bitterly than Senator Glass, because he said, “It’s dis- 
honest. You have issued gold certificates. You should honor them.” 
We have got a lot of gold certificates out now, and, as testified before 
us by the Federal Reserve Board, they were sup to have them 
but they do not actually have a one of them. They are all down in 
the Treasury. 

Senator Glass had a one-bank definition. That was consistent. 
I wanted to be consistent, and I had a one-bank definition. He could 
not get it through 18 years ago when the opposition was not nearly 
as strong as it is today. They were not en powerful. I just 
had to yield to the cold facts that it would be better to put some re- 
straint on the future expansion. 

With all due deference, I think Mr. Belgrano has gone into three 
States recently to get banks without any Federal permission. ~~ 

Mr. Beverano. No Federal permission is required, Senator, when an 
individual or a bank holding company acquires stock ownership in 
a bank. 

Senator Roperrson. Yes, but if my bill becomes law, it will be 
required. 

Mr. Beterano. It would be required if your bill becomes law. It 
will be required to get permission. 

Senator Rosrerrson. No bank, State, or National, could be acquired 
without the approval of the Federal Reserve Board. That is the point. 
we want to establish. And it may not be fully consistent. But if 
a company has only 1 bank, never has had but 1, says it does not want 
but 1, why should we give up all legislation because as a matter of 
theory we do not bring the one bank in ? 

There are over 100 holding companies that have only 1 bank. They 
do not want more banks. They are not in the banking business. That 
is an investment, and that is all there is to it. But we cover the 50: 
that were not operating on that basis. They were in the position 
of constant expansion. We thought the time had definitely come to: 
some curb on that, and that is all this bill does. No new tax lia- 

ility. It puts some curb on, not as much as the House bill. The House 


bill eee prohibits going across State lines. We did not put. 
that in our bill. 
Now you may complete your statement as you wish, sir. a 
Mr. Beterano. We completely fail to see any reason in the public 
interest why these types of bank holding companies should be treated 
differently than Transamerica. If a labor union runs ‘a business,. 
shouldn’t it be treated like other businessmen in the operation of that. 
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business? If a church enters into. the bank holding-company business, 
shouldn’t it in this respect also come under the same regulation as the 
rest of the public? - Certainly if these organizations invested their 
funds in an electric or gas. utility or a bus company, they could not 
expect to operate it free of regulation. They are running a business 
and ought to be subject to the same rules as anyone else doing this. 

None of these special exemptions makes any sense to meas a busi- 
nessman. I can find no justification for them in the record. Many 
of them were specifically opposed by the Federal Reserve Board, the 
agency which will administer this proposed law. 

Further amendments of a discriminatory character were presented 
to your committee on February 8. These amendments have been pro- 
posed with a view to carrying into the Senate bill certain special 
exemptions already included in the House bill. An amendment has 
been suggested which will exempt from divestiture a Georgia bank 
holding company which also owns a finance company, bottling works, 
and other investments, as well as another amendment which will 
exempt a Kentucky bank—— 

Senator Roperrson. May I interrupt to bring your attention to a 
recent act of the Georgia Legislature ? 

Mr. Bererano. I can’t hear you, sir. 

Senator Roperrson. A bill has passed the Georgia Senate, with 


one minor amendment in the House. At my last word I do not know 
whether it had been signed by the Governor or not. But it covers 
any corporation holding nonbanking assets—and the only nonbanking 
assets that the Georgia Trust Co. has is $10 million of stock of Coca 
Cola. The bill provides that any company that has 15 percent of 


2 or more banks is a bank holding company. So that ends the Georgia 
Trust Co. if that becomes a law, by Georgia law. That is the way the 
independent bankers down there feel, although I never heard of any 
ee complaint about. unfair competition in Georgia by the Georgia 

rust Co. It only has five banks, and they are not tremendous. Yet 
that is the action of the Georgia Legislature. 

Senator Busu. They are going to make them divest, did you say? 
Is that what you said? 

Senator Rozertson. Well, I said if—— 

Senator Busn. You said they passed an act which would require—— 

Senator Roperrson. Whether this bill goes through or not, the 
Georgia Trust Co. is done for. 

Senator Busn. As far as its Coca-Cola stock is concerned ? 

Senator Ropertson. Yes, that is right. 

Senator Busu. They have got to sell it? 

Senator Roserrson. They have got to go to one or the other under 
the Georgia law, and the test is not 25 percent but it is 15 percent, don’t 
you see. So that just indicates the trend in the way the independent 

ankers feel when there were only five banks involved. That is all. 
Only one holding company in the whole State. 

(A copy of the bill was subsequently submitted by Mr. Belgrano 
and will be found at the end of his testimony on p. 99.) 

Mr. Bexerano. Senator, on February 8 a statement of the Trust 
Company of Georgia was inserted into the record. I think you will 
find that they own the Trusco Finance Co., they own the Coca-Cola 
Bottling Company of Lincoln, Nebr., and in addition to the banks 
and in addition to the Coca-Cola stock which they have. 





Senator Roperrson. I stand corrected on that, because all the dis- 
cussion was on the tax liability of the $10 million, and we pointed out 
that if it went to the stockholders there would be no tax liability. If 
the corporation sold it and held the proceeds, it would pay the capital 
gains tax. ; 

Mr. Berterano. Yes, sir. 

Senator Roserrson. All right. You may go ahead. 

Mr. Bererano. As well as another amendment which will exempt 
a Kentucky bank holding company from divesting its separate invest- 
ment company. Transamerica is in full agreement with both of these 
companies that divestiture of their properties would inflict an un- 
necessary hardship and would substantially weaken the capital posi- 
tion of their banks. In this respect, however, their position is no 
different from that of Transamerica or any other diversified bank 
holding companies. The solution for this problem is not to be found 
in additional discriminatory special exemptions, but in a more funda- 
mental amendment to eliminate for everyone the unwarranted require- 
ment of divestiture. 

It is the rankest kind of discrimination to pass a bill which takes 
our property away, and lets practically all others in the same line of 
business continue to hold comparable investments. If there is to be 
divestiture, it should operate across the board. I must protest against 
making compromise upon compromise in this bill until practically 
everyone escapes divestiture except Transamerica. 

This brings me to another—and I think maybe a better— way to get 
rid of most of the discrimination. Divestiture itself is an unnecessary 
and punitive measure. You recognize this in effect when you give 
so many special exemptions. If there were any genuine problem 
involved in the common ownership of banks and of nonbank busi- 
nesses, these various exceptions would not and could not be made. If 
you eliminate the divestiture provisions you will do away with the 
worst of the discrimination now in the bill. This is what I respect- 
fully urge you to do. 

We urge that the divestiture provisions be removed from the bill 
by striking section 4 for the reason that no factual basis has been estab- 
lished upon which Congress, in the public interest, may justify divesti- 
ture of lawfully acquired private property. If compulsory divestiture 
is wrong, or if no need for it has been shown, it ought not to be in the 
bill. There are no other alternatives to this. 

Section 6 of the bill now contains prohibitions against certain inter- 
company dealings. These afford adequate protection against the only 
possible way that bank depositors could be injured by the fact that a 
stockholder of the bank is also a stockholder of some other corporation. 
Keep in mind, also, that the activities of all banks are subject to strict 
regulation and examination by Federal and State authorities. 

Should some control over future acquisitions of nonbanking prop- 
erties be considered essential—which I do not believe to be the case— 
this could easily be accomplished by requiring the approval of the 
Federal Reserve Board for acquisitions of nonbanking companies as 
well as of banks under the provisions of section 3 (a). 

If the committee is not willing to eliminate the divestiture pro- 
vision, there are at least some less drastic and more sensible ways to 
approach the problem. First, would be an amendment which, in lieu 
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of divestiture, freezes existing nonbank holdings and prevents any 
Seay from acquiring voting shares of any additional 
nonbanking businesses. It sate permit Transamerica to hold what 
it, now has, but it would subject its future nonbank acquisitions to the 
prohibitions contained in the bill. ene 

If neither of these two approaches be taken, we urge the committee 
to rewrite the divestiture provisions so that bank-holding companies 
will at least not be required to divest insurance, fiduciary, and financial 
institutions which they now own. Thus, divestiture would operate 
only with respect to the ownership and control of industrial concerns 
and other nonbanking businesses which are not fiduciary, financial, or 
insurance in character. While this suggestion is not really a satis- 
factory solution of either the divestiture or the discrimination prob- 
lem, there is a sound and logical basis for this distinction, and it would 
at least have the effect of minimizing the very serious disintegration 
which, under the present bill, would be imposed almost alone on 
Transamerica. Insurance companies, for example, are all subject to 
the most careful type of regulation and examination by State insur- 
ance officials. Extensive regulation is also generally imposed on finan- 
cial and fiduciary companies. Furthermore, the management of all 
of these businesses requires much of the know-how and skill that is 
needed for the sound and efficient direction of banks. 

Section 4 (c) (6) of the present bill, as interpreted in the committee 
report, contemplates that the Federal Reserve Board will permit a 
bank-holding company to continue to hold a credit life-insurance com- 
pany, at least if its operations are wholly or largely confined to writing 
insurance in connection with loans made by subsidiary banks. This 
is on the theory that the activities of such a company are sufficiently 
closely related to banking--to be a proper incident thereto. Thus, 
it appears to be contemplated that a bank-holding company under the 
bill as now drawn can own and operate a credit life-insurance company, 
and, as part of its bank lending activities, can require borrowers to 
insure with its own insurance company. If this is in the public interest, 
what is there contrary to the public interest in the operation of a 
straight life insurance or fire and casualty company which is fully 
segregated and operated independently in competition with all other 
insurance companies ? 

It seems to me desirable that legislation should take into account 
the paramount need for maintaining the strength of our banking 
institutions, whether owned by bank holding companies or otherwise. 
Any step which will rock the boat or undermine the safety and security 
of the banks in time of stress should be avoided. By our ownership 
of Occidental Life Insurance Co., for example, we have funds available 
in the form of dividends from that company which we can use, and 
have used in the past, to increase and strengthen the capital of our 
banks. This may prove to be a very important source of capital in 
times of economic difficulty. This source of added strength should 
not be taken away from us—and from our banks—by divestiture. I 
do not believe that any of us is wise enough to know what may be the 
effect on our economy of dislocating, disrupting, and tearing apart 
existing business structures. It does not seem to me a good idea to 
wade into this matter at this time with a meat ax cutting our company 
all to pieces. All of you know we are playing a vital part in the 
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strength, soundness, and growth of our western economy. ‘This is‘no 
time to weaken us by the unnatural harsh penalty of divestiture. 
Remember, it is a very easy thing to break an egg but almost impossible 
to put it back in the shell again. 1 : 

Before leaving the question of divestiture, I should point out an 
apparently unintended but nevertheless extremely serious consequence 
of the divestiture provisions as they are now drafted. “Bank” is 
defined so as to exclude any company not doing business within the 
United States. Section 4 forbids ownership of or control of any 
company “which is not a bank.” Consequently, Transamerica, if it 
remains a bank-holding company, would be required to divest itself 
of its Italian banking subsidiary, Banca d’America e d'Italia. This 
is the only American-owned bank in Italy. It is playing a prominent 
role in the development of the country to which our Government has 
granted almost $2 billion in various forms of economic aid. We have 
suggested a simple amendment to the divestiture provisions to exempt 
the shares of any company which is organized under the laws of a 
foreign country and which is engaged primarily in the banking busi- 
ness outside the United States. 

Procedure and administration: Finally, I would like to direct the 
committee’s attention to some serious procedural deficiencies in the 
bill as it is now drafted. 

First, the regulatory setup of the bill is defective in one obvious 
respect. It vests in the Board of Governors of the Federal Reserve 
System responsibility for all phases of its administration, but it does 
not give to the Board any of the necessary powers to conduct formal 
investigations, to make determinations of whether a company is or 
is not a bank-holding company, or to enforce compliance by a com- 
pany that is proceeding in ignorance or even in open violation of its 
provisions. It is apparently contemplated that the act will be self- 
executing. It can be enforced, if at all, only by the Department of 
Justice bringing criminal proceedings against any company which 
does not comply with its provisions. As a matter of commonsense, 
this hardly seems a wise way in which to exercise regulatory functions. 
Because this criticism goes to the basic design of the bill, however, 
we have not attempted to draft any amendments along this line. I 
raise the question for the committee’s consideration only because I 
believe it presents a problem which should be dealt with if this is to 
be a workable piece of legislation. 

Apart from this, probably the most serious procedural defect is 
found in the provisions of section 3 (b) of the bill. These deal with 
the procedure to be followed by the Board of Governors in granting 
or denying applications for approval of bank acquisitions. As this 
provision is now drawn, the Board must give notice of any such 
application to the appropriate State supervisory authority or to the 
Comptroller of the Currency, as the case may be. A formal hearing 
on the application is required to be held if the Comptroller or the 
State authority files an objection to the application. If no such objec- 
tion is filed, however, the Board may deny the application for any 
reason or no reason, without holding any hearing whatever. 

Why should a formal hearing be limited to instances when the 
Comptroller of the Currency or a State supervisory authority objects 
to an application? If an opportunity for hearings is to be provided 
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at all, it certainly should be made available to an applicant in all 
instances. There is no justification whatever for allowing the Board 
to deny an application out of hand without any hearing whatever, 
if it chooses to do so, merely because it has received no formal objec- 
tion to the acquisition from some other regulatory authority. 

Under section 9 of the bill, judicial review by an appellate court 
is expressly given to “any party aggrieved by an order of the Board 
under this act.” On such review, the Board is required to file with 
the court the certified transcript of the record made before the Board. 
What kind of judicial review could this be if there has been no hear- 
ing, no evidence, and no record of proceedings before the Board? 
What would there be for the appellate court to review? Unless you 
provide for a hearing, it will at least be necessary to adopt the provi- 
sions of the House bill which grant a completely new hearing to an 
aggrieved party in the Federal court. 

This is not just an omission; it is a genuine conflict between two 
different provisions of the bill which can only result in litigation and 
delay. We have suggested a simple amendment which would take 
care of this problem. Our amendment would require the Board to 
give the applicant an opportunity for a hearing before it denies any 
application. It would, at the same time, preserve the advantages of 
flexibility by permitting the Board to grant such an application 
without a hearing if there is no objection. 

Another obvious defect is the failure of this bill to give the Federal 
Reserve Board any power to compel the production of documents 
or the appearance of witnesses. The Board has no such power at the 
present time. Accordingly, anyone requested by the Board or a bank 
holding company to appear who does not desire to produce documents 
or to give testimony at a hearing held by the Board under this bill 
need not do so. It is hard for me to see how a genuine hearing could 
be held without this power, which I understand is given by law to 
almost every other Federal agency exercising regulatory functions 
of this sort. 

Our suggested amendments include several other important but 
subsidiary procedural suggestions, which are explained in some detail 
at pages 22 through 33 of the memorandum I have submitted for 
the record. I hope that the committee will give them serious con- 
sideration. If we are to have the additional regulation of bank hold- 
ing companies proposed by this bill, that regulation ought to be 
exercised in accordance with the traditional principles of administra- 
tive law. These principles have been proved by experience in other 
fields to be necessary not only to safeguard the rights of those of us 
who are to be regulated, but also to permit the regulation to be accom- 

lished with reasonable efficiency and without a lot of unnecessary 
awsuits about how it is to be done. 

You must remember that this bill is another step toward a funda- 
mental change in the nature of the Federal Reserve Board’s function. 
It is becoming less and less an agency concerned with credit and 
monetary matters. The entire function of the Board as conceived 
by Senator Glass and others is changing. You are gradually turning 
it into a “eop on the beat.” It is becoming a regulatory agency more 
like the CAB, the FTC, or the SEC. The change is fundamental. 
You must, therefore, be sure, in taking this additional step, that it 
has the necessary authority. It should be set up along lines which 
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the experience of these other agencies has shown to be necessary for 
efficient accomplishment of the regulatory objectives. 

Senator Buss. Mr. Chairman, would the witness care to comment 
as to whether he thinks it is desirable to have the Federal Reserve 
Board placed in this regulatory position by this legislation? 

I think this is a serious question. You have raised it, and I would’ 
like to have you express yourself on it, if you would care to. 

Mr. Beterano. I would be delighted to give you my personal opin- 
ion. I would like to start off by saying that if the Federal Reserve 
Board was requested or authorized to assume these duties it would be 
perfectly agreeable to us as far as our workings with the Federal 
Reserve Board in connection with our banks is concerned. 

Senator Busn. Oh, yes, that isn’t the — of the question. 

Mr. Bererano. In my opinion I would prefer as an American citi- 
zen and interested in banks to see the Federal Reserve Board remain 
as it was constituted and fulfill its provisions, which are tremendous. 

We are living in an age now with managed debts and managed 
moneys, and it has a full-time job in my humble opinion. If this new 
legislation is going to encompass all of the things that it must encom- 
pass to make it workable, it might be necessary to have another board 
with a different staff manned by different heads to do a better job ‘and 
not be in conflict with the handling of the monetary policies of our 
country. But that is, of course, not for me to decide. tt is a decision, 
of course, that will be made. 

Senator Busn. No, I just thought the committee would like to have 
your opinion. I certainly was interested in your opinion as an experi- 
enced financial man on that subject. I have reservations in my own 


mind, I have had them — along, as to whether this is a proper 


position to put the Federal Reserve Board in. 

Mr. Beterano. I think 

Senator Busn. That is why your comment that we are gradually 
turning it into a “cop on the beat” caught my eye. 

Mr. Beverano. That is exactly what you are doing, and it has no 
present facilities. It would have to set them up. 

Senator Rosertson. I want to interrupt you now right on the point 
made by the Senator, just to keep the record straight. We are deal- 
ing with a law that was passed 23 years ago—in 1933, framed by 
Senator Glass, assisted by a great California Senator, Mr. McAdoo. 
In it they put cumulative voting for Mr. Giannini you remember. 
It gave the Federal Reserve Board jurisdiction over bank-holding 
companies as defined. They interpreted that jurisdiction to apply 
to 18. All through the years there has not been any complaint from 
anybody that that was not a proper function for the Federal Reserve 
Board. So, naturally, we just had to go along with what had been 
the law for 23 years and not undertake to set up a new agency. 

You may proceed. 

Mr. Betcrano. The question was put to me about my opinion. I 
have grave question whether it watt hamper the Federal Reserve 
Board in its present duties. I suggested, Senator, of course, you gen- 
tlemen will assign the duties to the agency that you think best. 

But, with this interruption, Senator, I read with great interest some 
statements made room when your committee was questioning Mr. 
Martin, and there were some procedural objections that he entered into 
the record. When I read that day before yesterday—it is a legal 
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matter and I am not a lawyer—I asked my attorneys, Covington and 
Burling, to make a study of the answers given by the Federal Reserve 
Board to Senator Morse’s questions, and I have here before me an 
analysis of the Federal Reserve Board’s suggestions with respect to 
those enn which I would like very much-to hand you for the 
record. 


Senator Rosertson, Without objection, they will be included in the 
record, 


(The analysis referred to follows :) 


ANALYSIS OF FEDERAL RESERVE BoArp’s SUGGESTIONS WITH RESPECT TO 
PROCEDURE 


I 


The Federal Reserve Board, in a memorandum recently submitted to this 
committee,’ expressed its opposition to the procedural amendments proposed by 
Transamerica Corp. In fact, in this memorandum the Board went further and 
opposed “any formal hearings, including those already provided for by the 
bill.” It based this opposition on the precedent it said was established by the 
informal procedure followed when applications for charters and branches of 
banks are disposed of without formal hearings. Additional reasons were that 
hearings would bring out financial, credit, and other matters which ought not to 
be made public, and that they would consume too much of the Board’s time, 
“to the detriment of its primary responsibility in the field of monetary and 
credit policy.” 

As indicated by the last reason stated, a principal basis for the Board’s 
opposition seems to be a reluctance to undertake the functions assigned to it 
by this bill. Whether the Board likes it or not, however, these are functions 
comparable to those exercised by many of the regulatory agencies such as the 
Securities and Exchange Commission, Civil Aeronautics Board, Federal Trade 
Commission, Federal Communications Commission, and others. This is recog- 
nized by those parts of the bill which provide for notice and hearings in certain 
instances, and by the provisions granting the type of appellate judicial review 
which is given of decisions of these other agencies. If the Board is to have the 
power to approve or disapprove proposed acquisitions on the basis of the statu- 
tory criteria listed in section 3 (c) of the bill, it must accept the burden of 
operating under accepted standards of administrative procedure and judicial 
review. 

A close analogy is found in sections 9 and 10 of the Public Utility Holding 
Company Act. of 1985 (15 U. S. Code, secs. 79i and 79j). ‘These require ap- 
proval by the Securities and Exchange Commission of certain acquisitions of 
public utility securities or property. Section 10 (d) provides that within a 
reasonable time after the filing of an application under this section “the Com- 
mission shall enter an order either granting or, after notice and opportunity for 
hearing, denying approval of the acquisition unless the applicant shall withdraw 
its application.” The procedure prescribed here is thus substantially similar 
to that proposed by Transamerica: An application for approval of an acquisi- 
tion may be granted in the absence of objection or controversy without the 
necessity for a hearing or other formal proceedings, but it may not be denied 
without notice and opportunity for hearing. As pointed out in Transamerica’s 
memorandum, Proposed Amendments to 8S. 2577, dated February 24, 1956 (pp. 
23-25), there is no conceivable justification for the bill’s present provision which 
requires notice and hearing where the Comptroller or a State supervisory 
authority objects to the acquisition, but which allows the Board to deny an 
application out of hand without any hearing whatever where no such objection 
has been filed by another regulatory authority. 

It is no answer to say that the Board (or the Comptroller of the Currency 
or the Federal Deposit Insurance Corporation) now exercises certain admin- 
istrative functions without holding formal hearings. Decisions with respect to 
the granting ef bank charters, the approval of establishment of new branches, 


. ea on nomination of William McChesney Martin, Jr., January 20 and 27, 1956, 
pp. 37-38. 
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and the approval of bank mergers are not required to be made on the basis of 
such statutory findings or criteria as whether or not the effect. of granting the 
application would be consistent with the preservation of competition in the 
field of banking, one of the determinations required by section 3 (c) of the bill, 

In adjudicating whether or not a bank-holding company’s proposed bank 
acquisition meets the required standards, including preservation of competition, 
the Board must necessarily make findings of fact on a complex question which 
may be genuinely and hotly disputed and on which there may be -(and often 
is) extensive evidence pro and con.’ In this respect, the responsibility imposed 
on the Board is quite comparable to that imposed by section 11 of the Clayton 
Act, which vests in the Board the power to enforce section 7 and certain other 
provisions of the Clayton Act with respect to banks, the same power exercised 
by the Federal Trade Comission with respect to ordinary business enterprises. 
In exercising this power, of course, the Board is required by the specific pro- 
visions of the Clayton Act to file a complaint and give opportunity for formal 
hearings, just as is the Federal Trade Commission, and it is empowered to 
make findings of fact and to issue cease and desist or other enforcement orders, 
all of which are subject to review. 

Such adjudications as these are quite different from the type of exercise ‘of 
discretion required under existing law when it or the Comptroller grants or 
withholds permission to obtain a charter for a new bank or to open a new 
branch. As the Antitrust Subcommittee of the House Judiciary Committee stated 
in its interim report pursuant to H. Res. 22 (84th Cong., 1st sess., 1955), page 
32: 

“Additional Federal statutes are applicable to bank mergers but do not con- 
cern themselves substantively with the question of competition in the field 
of banking. The Federal Deposit Insurance Act of 1950, for one, requires that 
approval of certain mergers must be obtained from the Comptroller of the 
Currency, the Federal Deposit Insurance Corporation, or the Federal Reserve 
Board, as the case may be, but only where the capital stock or surplus of the 
resulting bank will be less than the aggregate capital stock or surplus of ‘the 
two institutions combined. Other Federal statutes require approval of the 
Comptroller of the Currency for mergers between national banks, or between 
national banks and State banks where the resuitant institution is a national 
bank and of the Federal Deposit Insurance Corporation for insured and non- 
insured banks. Jn none of these instances, however, is the competitive impact 
of the merger a necessary element to be considered by the Federal banking 
oficials in determining whether or not to grant approval.” [Emphasis sup- 
plied. ] 

It is not sufficient to say that, because the Board has exercised certain ad- 
ministrative functions in the past without regard for accepted procedural 
standards, it should similarly be entitled to disregard them in the performance 
of new functions now to be given it. It may well be that opportunity for hear- 
ing and judicial review ought to be required in the case of some of the adminis- 
trative decisions now being made on an informal basis by the Board. Be that 
as it may, in making the kind of determinations called for under this bill the 
Board should clearly be required to act in accordance with accepted standards 
of administrative procedure, including notice and opportunity for hearing. 

The Board in its memorandum also objected to the holding of hearings gen- 
erally on the ground that they would result in dissemination of information which 
“might unjustifiably damage the reputation of particular banks or persons or 
give rise to unfounded rumors.” If this in fact is a substantial problem, the 
Board can easily cure it by suggesting a further simple amendment to provide 
that such data is not to be made public,* or, in the absence of such amendment. 
by merely promulgating a rule to take care of such disclosure. The Federal 
Trade Commission and the Office of Alien Property, for example, have each 


2 Furthermore, in the absence of subpena power neither the Board nor the applicant has 
access to much of the relevant evidence on this issue, sop is necessarily found in docu- 
ments or testimony of pecnens not parties to the p 

* For example, sec. 1104 of the 2 Sve Aeroneatios Act o ’ 1938, as amended, provides (49 
U. S. Code, sec. 674): “Any person may make be gall ~ tion to the publ ¢ disclosure 
of information contained in ay y application, —," ocument filed, pursuant to the 
provisions of this act or of in ormation ob x S e Boa * Whenever such 
objection is made, the Board * * shall es suc information ‘withheld from public 
disclosure sae in its judgment, a disclosure of such information would ee y affect 
the interests of such ) prance and is not requ im the interest of the 2 +o" 
Extensive and detailed regulations a. the (See 3 tion of hye wh y Sica not 
to be publicly disclosed have been issu 14 C. F. R., sec. 302.39 (1952).) 
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solved the problem by merely providing that hearings “shall be public unless 
otherwise ordered” by the particular authority. (See 20 Fed Reg. 3064, sec. 3.16 
(1955) (F. T. C.) ; 8 ©. F. R. sec. 502.13 (c) (1952) (0. A. P.).) The possibility 
that it may be against the public interest’ to have what the Board calls dissemina- 
tion of information adduced at its hearings is not a problem unique to the 
Federal Reserve Board, nor is it any real justification for doing away altogether 
with the important safeguard of notice and hearing. 


II 


The Board has also indicated its opposition to. any suggestion that the bill 
should include “civil penalties” as a more practicable enforcement measure. In 
expressing its views on this subject in the memorandum it recently filed with 
this committee, the Board has apparently misconstrued the nature of the criticism 
directed at that aspect of thé present bill. The issue is not whether “civil penal- 
ties” should be substituted for the criminal penalties now provided, but whether 
it is either fair or effective to attempt to adjudicate the applicability of the pro- 
visions of the bill and to obtain compliance with them through the cumbersome 
and difficult procedure of a criminal indictment. The problem is not one of 
the type of penalty but rather of the method of determining coverage and of 
obtaining specific compliance. 

The bill completely fails to give the Board any authority to issue specific 
enforcement orders or to initiate civil proceedings in any court to insure com- 
pliance with the provisions of the bill or with its orders. The purpose of such 
proceedings would not be to punish but to obtain the affirmative action which the 
bill contemplates is to be taken. As the bill is now written, for example, the 
Board is given no power to do anything about a company which, through ignor- 
ance or intent, totally disregards its provisions. It is not empowered to enforce 
divestiture of specified subsidiaries. It is not empowered to enjoin or otherwise 
prevent an acquisition or merger which violates the bill, or to order a company 
to cease and desist from any such violation. 

Such questions as whether or not a company qualifies as a bank holding com- 
pany, or whether or not a particular subsidiary must be divested—with the 
single exception of subsidiaries claimed to fall within the “closely related to 
banking” exception of section 4 (c) (6)—~-can be tested only in criminal pro- 
ceedings. Indeed, the whole regulatory pattern of the proposed legislation is 
to be made effective solely through action of the Criminal Division of the 
Department of Justice. In favoring this mode of proceeding the Board again 
evinces a real reluctance to accept the regulatory role which the bill gives it. 

This theory of self-enforcing legislation has the deceptive appeal of simplicity, 
but it is highly questionable whether it is a reasonable or efficient means of 
accomplishing the bill’s regulatory objectives. Similar regulatory authority 
accorded to other Federal agencies has almost uniformly been accompanied by 
authority sufficient to make its administration an enforcement reality. The 
Federal Trade Commission, for example, is given the authority to issue cease 
and desist orders, which may be enforced in the courts (15 U. 8S. Code, sec. 45 
(b)). Under the provisions of the Public Utility Holding Company Act of 
1935, the SEC is empowered to issue directives of many types (including divesti- 
ture orders) and to petition the Federal courts for enforcement of its directives 
(15 U. S. Code, see. 79r (f)). Comparable authority is accorded to the Inter- 
state Commerce Commission (49 U. S. Code, sec. 322 (b)), the Federal Power 
Commission (16 U. 8S. Code, sec. 825m), and to other agencies charged with 
regulatory responsibility in assigned fields. 


CONCLUSION 


Transamerica urges that, in the interest of both fairness and efficient admin- 
istration, the administrative procedure provided in S.-2577 be fundamentally 
overhauled in order to bring it in line with that provided in other regulatory 
statutes. In the absence of such complete overhaul, Transamerica urges that at 
least the specific procedural amendments contained in its memorandum “Pro- 
posed Amendments to 8. 2577” of February 24, 1956 (pp. 20-33) be adopted. 

Respectfully submitted. 

Covineton & BURLING, 


Counsel for Transamerica Corporation. 
February 24, 1956. 
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Mr. Bererano. You must therefore be sure, in taking this addi- 
tional step, that it has the necessary authority. It should be set up 
along lines which the experience of these other agencies has shown 
to be necessary for efficient accomplishment of the regulatory objec- 
tives. Due process and fair treatment of citizens require this. 

Finally, we have included in our memorandum three miscellaneous 
amendments. These are described at pages 34 to 38 of our memo- 
randum. One of the problems dealt with in these amendments is of 
particular importance to Transamerica. It seems to us that once we 
own 25 percent of a bank, which is the standard you have adopted 
for determining control and ownership for purposes of the bill, we 
should be free to increase our holdings in that bank, or to receive stock 
in the form of dividends, without going through unnecessary regu- 
latory hearings and redtape. 

1 appreciate very much your hearing me again. Naturally, I shall 
be lad to answer any of your questions. This matter is one of major 
consequence to my company and its stockholders, who are affected 
far more than any others by this legislation. There has never been 
any bill like this enacted by Congress before in its history. Com- 
pulsory divestiture without proof of wrongdoing or damage to the 
yublic interest is quite a new departure. At the very least any such 
bill should treat all citizens the same. May I respectfully urge that 
you*take another hard look at this legislation, which has no sound 

asis in the public interest, and which so harshly and unnecessarily 
punishes Transamerica and its stockholders. 

Senator Roperrson. I just have one question to ask you, Mr. Bel- 
grano. When you appeared before our subcommittee last summer, 
we had before us 3 bills, 1 introduced by Senator Capehart, 1 that 
had been passed by the House, and 1 that was introduced by me. 

The Capehart bill was the most stringent of the three. The House 
bill was the next most stringent. And mine was the one more favor- 
able than either of the other two to bank holding companies. You 
testified at some length. In fact, you occupied one-fourth of all the 
testimony. 

Mr. Bererano. Yes, sir. 

Senator Ropertson. All right. Why on that occasion did you just 
content yourself with bitterly opposing any bill on the subject or 
any legislation and offer no amendments at all ? 

r. Beverano. You were not here, Senator, when I started my 
discourse. I still oppose all legislation. 

Senator Rosperrson. Well, I know. 

Mr. Bevorano.  bhavevcome here to be helpful. 

Senator Roserrson. I say when you first appeared you offered no 
amendments. 

Mr. Bererano, That is correct. 

Senator Roserrson. All right. Then you offered a sheaf of them 
in December, and in December you said nothing about the bank 
chartered in Italy and operating only in Italy. That did not come 
in until January. Is that not right? 

Mr. Bexerano. Well, Senator, what bill were we talking about? 
When we last appeared or when I last appeared, we were really dis- 
cussing a one-bank bill which was presented by the Federal Reserve, 
Chairman Martin and Governor Robertson. And it seemed to me 
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at that time that you were in favor of a one-bank bill. Obviously 
there would not be any reason to discuss amendments to make it a 
one-bank bill. 

Senator Roperrson. I was just analyzing your position, Mr. 
Belgrano. 

In the mountains of Virginia; when they go possum-hunting and 
the dog trees the possum up in a persimmon tree and they start 
shaking it, he’ll be shaken loose from one limb but he will wrap his 
tail around the net limb as he comes down. 

There is an old maxim in politics that you are not getting any- 
where to make coneessions to a man who is going to be against you 
first, last, and always not matter what you accept of what he offers. 

We tried to please you on the tax provisions, and I reckon we did. 
You do not complain of the tax provisions now / 

Mr. Bererano. I suggested in my testimony 

Senator Ropertson. A good suggestion. I was glad to have it. 
I was glad to recommend to our committee to give you the same treat- 
ment on tax that we had in the Internal Revenue Code, all corpo- 
rations that divested. 

Mr. Bexerano. Yes, sir, and it is 

Senator Rozserrson. Then you complained about the May 15, 1955, 
cutoff date. We changed that. 

Mr. Beterano. Not as far as the special tailormade exemption 
for Equity Corp. It is still in there May 15. 

Senator Roperrson. I am talking about the May 15 cutoff date 
in the tax provisions—if you get any property, banking or nonbanking, 
after that date. 

Mr. Brererano, Yes, sir, and the tax end 

Senator Rosertrson. Then we gave you tax exemption on that. 

You make quite a point of your bank in Italy, the good work it 
is doing. had I do not question it. We are putting $2 billion over 
there where you are trying to operate under our private enterprise 
system and furnish credit, but they will repay it, you hope. 

I was just trying to bring out this: You have been on this legis- 
lation now 5 years, and you came before us last summer and just made 
« broadside attack on everything, did not offer any improvements, 
anything. 

Mr. Beterano. Correct. 

Senator Roserrson. Then you gave us some in December. Then 
you gave us some more in January. And now here we are, hoping 
that when the farm bill is disposed of we may have an opportunity 
to debate this on the floor of the Senate, and you want to go into a 
full-scale review of the whole thing, and you stress particularly how 
oe it is to you that we make you divest yourselves of your bank 
in Italy. 

Personally, I would not care at all about exempting the bank in 
Italy. It is the first time I have really had my attention drawn 
to it. But would that in any way make you more favorable toward 
the bill, slow pe down, or ou you still fight this thing in every 
way you could to keep it from getting out of this committee on the 


floor or anywhere else? Is there anything we can do that is going to 

satisfy you short of just killing this bill? : 
Mr. Beterano. Senator, the amendments that I have discussed 

today obviously, especially that and others, would be helpful to me. 
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Most of the amendments are helpful to all bank holding companies, 
They are not designed for the benefit of Transamerica. But, when 
you mention about the hills of West Virginia, you remind me.of the 
fellow that asked pune, 

Senator Roserrson. Just a minute. I was born in West Virginia 
but I live in Virginia. 

Mr. Beterano. You remind me of the fellow that was asked whether 
he would like to have diphtheria or have a head cold, Well, obviously, 
you'll take the head cold. 

But I have never changed my opinion on principle, and I do not 
intend to change it now. I think the basis of this legislation is wrong, 
because you have never developed any facts showing that a bank hold- 
ing company is not in the public interest, that it reduces competition, 
that it is a tendency to monopoly. So, as helpful as I would like to 
be with the members of this committee to perfect a bill if we are going 
to have it so it is workable and it is fair and nondiscriminatory, basic- 
ally I have not changed my opinion. 

Senator Rogerrson. All right. 

Mr. Bererano. I think it is unnecessary, unwarranted. 

Senator Rosertson. Let’s get my position correct on the record, and 
I think you will endorse it. I started with a bill with the one-bank 
definition. 

Mr. Bererano. Yes, sir. 

Senator Roserrson. I did not write a specific exemption in that bill 
for anybody. 

Mr. Bererano. Correct. 

Senator Rozerrson. All right. I got into committee. They raised 
a question of church organizations. They raised ‘a question of labor 
organizations. And they raised the question of farm organizations. 
A majority of the committee wanted to write that. in there. I wanted 
a bill. I was not going to stand back and say, “Oh, no, if we put any 
exemptions of any kind in here I am not going to take it.” Don’t you 
see / 

Then the question came up of the Equity Corporation and the Mor- 
ris Plan Bank Corp. The committee took the position that the Equity 
Corp. was closely supervised by the SEC and that we would be fully 
justified in exempting it. And the committee wrote that in. 

I was chairman. The committee wrote that in. 

I am telling you we brought out a bill that we thought we could 
agree on. None of us flatter ourselves that we have omniscience, that 
we know all the answers, and that we could write a perfect bill. Any- 
body who has been in Congress as I have for 23 years knows that most 
legislation results in the end in some compromises or you do not get 
anywhere. 

Ve have, frankly, now before us a compromise bill that various 
people have written various parts of. But it is our composite judg- 
ment as the best we could do under the circumstances. 

When we meet next Friday, I am satisfied it is not going to make a 
bit of difference in your attitude that you are going to prevent this 
from going through if you know how. I hope you don’t know, but 
you might. 

Mr. Brererano. Any ideas, Senator? 
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Senator Roperrson. I am going to bring up the question of this 
bank. I just do not like to be writing specific exemptions, because 
you are the only one that has got a foreign bank and that would be a 
specific exemption to you, and somebody will say, “Why all of a sudden 
have you gotten so tender about Mr. Belgrano, going out of your 
way to try to please him?” 

I am going to let the committee know about that. If the committee 
wants to put that m there, that will be the committee action. 

I am going to say on the floor, “I introduced a bill that did not 
exempt anybody, but the committee has the control, and the Senate 
has the control. The committee amended it, and I went along. If 
the Senate amends it, I will go along. But I want something done.” 

Mr. Bererano. Well, Senator, the Equity Corp. is exempt in this 
bill, S. 2577, as now written. 

Senator Roperrson. But that was a general exemption. That was 
not spelled out for Mr. Arthur Morris or anybody else. 

Mr. Beierano. Sir, as I pointed out in my testimony, which I 
hope you will read, no company such as ours can reorganize and be- 
come a company under the Investment Act of 1940, because there is a 
proviso in there that you must have been under that act prior to May 
15, 1955. So it forecloses not only for myself but for everybody, and 
to my knowledge that is the only so-called bank holding company 
that operates under that act, so it is a specifle—— 

Senator Ropertson. Maybe you were thinking about that little 
device and another concern up in New York was thinking about that 
little device and we did not know how many more were thinking about 
it. So the committee put a little cutoff date in there so there would 
not be any more of these. All that were that way at that time—but no 
more. 

Mr. Bererano. Well, Senator 

Senator Ronerrson. You wanted that cutoff date so you could have 
a look at that kind of device. 

Mr. Beterano. Why, of course, because I believe I should have the 
same rights as Equity Corp. or anybody else. 

Senator Roperrson. The fact remains though that nobody was 
written in as a specific exemption when our bill went out of com- 
mittee. It just happened that that applied to one. 

Mr. Bererano. Well, of course, all of the others that you mention, 
unions, churches, horticultural, agricultural associations, foundations, 
funds, all of those are eliminated-—-exempted—excluded. 

Senator Ronertson. There was one union. There was one church. 
I do not know whether there was any farm organization. But I rep- 
resent a farming State, and I said, “My goodness, you are going to 
put the labor unions and churches in here. We can just go with all 
those section 101, or whatever the section is, nontaxable, exempt things 
and write them in there.” So we just put farmers in there too. If 
they want to go into the bank holding business, let them go in too. 
I don’t know of any of them that want to. 

Mr. Bererano. The ones really—— 

Senator Roserrson. What they think they are really going into 
is bankruptcy. 

Mr. Brrerano. The ones really excluded, Senator, are these 117 
one-bank companies, let off the hook. Those are the ones really let 
off the hook, excluded. 
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Senator Ropertson. You have gone over that. You understand 
why they were. 

Mr. Bererano. Yes, sir. 

Senator Rozerrson. Further questions? 

Senator Morsr. Very, very few, Mr. Chairman. 

May I say, Mr. Belgrano, I shall read with great interest and very 
carefully the analysis you say your counsel has prepared of the Federal 
Reserve Board’s suggestions with respect to procedure. 

Mr. Bererano. Yes, sir. 

Senator Morsr. The memorandum Mr. Martin submitted to me was 
completely unsatisfactory in answer to my questions. I do not think 
it comes anywhere near meeting the point that I raised in regard to 
providing American citizens with a record to be used on appeal. I 
think it puts the appellate court in an impossible situation. 

Neither do I accept the position taken by the Federal Reserve Board 
that because these procedures have existed we ought to continue them. 
In essence, that is what much of his comment boils down to. 

If we ever took that attitude as a matter of principle, you would 
never reform anything. What we have to find out is whether or not 
there are procedural weaknesses in the bill. In my judgment there 
are, including not only the type of action that can be brought being 
limited really to criminal action but also bad procedure from the 
standpoint of appeal procedure. And, in my judgment, also bad pro- 
cedure as far as empowering the Federal Reserve Board to have the 
authority to get all the evidence that it may need in order to render 
& judicial opinion. 

Procedurally, I think the bill is very weak, and I have not changed 
my opinion on the basis of what Mr. Martin supplied me. I shall be 
interested to see whether or not you have submitted a legal analysis 
here that I think remedies that situation. 

In your discussion, Mr. Belgrano, there has been comment that re- 
cently you went into Idaho and bought up 2 or 3 banks. I do not 
know how many, but 2 or 3 I think. That you went into Nevada 
recently and acquired a bank or two and possibly some other States. 
Did Transamerica take the initiative in this matter, or did the owners 
ef these banks seek out Transamerica to try to sell the banks to 
Transamerica ? 

Mr. Berorano. The last three acquisitions, Senator—the first was 
the Bank of New Mexico in Albuquerque. There was a distinct case 
where they sought Transamerica. A man who owned approximately 
17 or 18 percent of the stock of that bank had passed on and his widow 
wanted to dispose of it so that she might pay her taxes. The next 
large stockholder owned about 15 percent, and he was interested to 
maintain that interest, but the bank needed additional capital, and 
we were asked whether we would contribute to this capital. 

I might say that I am thoroughly convinced that we were ap- 
proached at this particular time because these particular boys became 
confused and thought that the act would be passed, the Bank Act 
would be passed, with the House provision, which would forbid us 
forevermore to enter a new State. 

The conclusion of our discussions was that they increased their 
stock. Originally it was 22,000. They added 23,000 shares, and they 
sold us the 23,000 shares, which put us into a position of ownership. 
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In order to be fair with all of the stockholders, we then sent out a 
letter to each agreeing to purchase any part of the stock that they 
then originally owned in order to relieve this woman who wanted to 
pay her taxes. 

So in that particular instance we were invited to come to New 
Mexico. 

On one of my trips trying to encourage some of the so-called inde- 
pendent bankers to read what this legislation meant to them, I went 
to Salt Lake City. I discussed the matter with Mr. John Wallace, and 
I discussed the matter with Mr. Cosgriff, who heads the Continental 
State Bank. Mr. George Echols was out of town, and I did not have 
an opportunity to discuss it with him. 

In my discussion with Mr. Cosgriff, he suggested if and when we 
were ever going to come to Utah and into Idaho. I said, “Well, what 
is it all about” 

“Well,” he says, “I can help you.” 

I said, “What do you want to do?” 

He said, “Do you want to buy our banks in Idaho?” 

I said I’d be delighted to take a look. 

He said, “Well, let me talk to my mother and my sister and my 
brother-in-law who with me own these banks and I shall see you some- 
time before the end of the year.” 

Now, I went into detail because my approach was to discuss this 
matter, and the other matter came up as a side issue. 

I then went to Boise and discussed the matter with John Schoon- 
over, asking him to assist me, if he would be good enough to read 
my side of this story and see whether, if he was in harmony, he would 
lend me a hand. 

I then returned home. 

About a year ago Mr. William Wallace, a brother of Mr. John Wal- 
lace, an attorney in San Francisco, visited my office to ask if we 
would like to have an interest in the Walker Bank & Trust Co. I 
suggested we would if we could make an investment that would yield 
sufficient to be attractive to our stockholders. He brought his brother, 
John Wallace, to see me on two occasions. And months transpired, 
and nothing happened. 

While I was ee ready to testify following the first of the year, 
I received a telephone call from Mr. William Wallace here while 
I was in Washington from San Francisco asking me if I was still 
interested. Well, I said obviously yes. Well, he said, “Brother John 
told you that we had no interest.’ 

I said, “That’s right.” 

“Well, we have a definite interest, and when are you coming home ?” 

“Well,” I said, “I don’t know when these hearings will be finished, 
but I shall advise you and be delighted to make an appointment with 
you. 

So I advised him when I was coming home. They arrived at my 
home in San Francisco, and the deal was concluded in my home. They 
came to us. 


And we have acquired the majority interest of the Walker Bank & 
Trust Co. 


_ Senator Morsz. Next question: It is my understanding that the bill 
in its present form is now taxwise satisfactory to Transamerica. 
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Mr. Bererano. Yes, sir. Practically all of the major issues that we 
presented to the chairman have been met, and it is satisfactory, and 
we are very grateful for his patience and his assistance. — 

Senator Morse. The next question deals with the situation that 
existed prior to the passage of the Banking Act of 1933. We hear 
so much discussion in connection with this issue of legislation regulat- 
ing bank holding companies. The discussion relates to the old Insull 
empire. Is it your judgment that the Banking Act of 1933 and sub- 
sequent legislative banking provisions make any comparison between 
the operations of Transamerica and the operations of the old Insull 
empire nonanalogous ? 

Mr. Bererano. No; I do not think so, Senator. I think as I sug- 
gested in answer to one of the earlier questions that the action taken 
by the Congress in connection with public utilities ultimately is very 
similar to the action that this committee is now discussing, forcing 
divestiture from bank holding companies. I tried to point out, how- 
ever, in one case the facts were developed first before the legislation 
was passed, and in this particular instance in my judgment we have 
simply had opinions from two forces who were competitors in the 
same line of business. 

Senator Morse. Let me put my question this way—hypothetical 
now: Suppose that Transamerica or any other bank holding company 
should by desire and design want to go about doing the type of thing 
that the Insull organization did. Do existing banking laws protect 
the public so that could not be done ? 

ur. Beiterano. Oh, I think so, Senator. No. 1, all of our banks, 
of course, are governed by the rules and regulations of either the State 


or National supervisory authorities. All of our insurance companies 
are governed by the State laws and insurance commissioners and 
examined by all of them. 

And one very important point—so long as the Federal Reserve seems 
to have been thought of as the governing body here—in order for a 
bank holding company to obtain a a to vote the stock in its bank, 


its national bank, even though it has 40 banks, if it just applies for 
| permit we must agree with the Federal Reserve Board to give them 
permission to examine everything we own. And right today the Fed- 
eral Reserve Board examines our canning outfit in Astoria, our metals 
plant, our insurance company, our own personal books. They examine 
everything we have to be certain that nothing of that sort could ever 
happen, to be sure that there would not be any laws broken. 

Senator Roperrson. Excuse me. I would just interrupt to say that 
while we had permission of the Senate to be in session while the 
Senate was in session, we did not get excused from compulsory quorum 
calls, and the clerk says that the Sergeant at Arms is looking for the 


Senator from Oregon and the Senator from Virginia, and we do not 
want to go over in handcuffs. 


Senator Morse. It will only take a minute or two. ' 

Senator Rozerrson. We will take a chance on the Sergeant at Arms. 

Senator Mors. I think they will get a quorum. I want to coop- 
erate with the chairman, and I am aoa through. 

Mr. Beterano. In addition to that, Senator, we have one other 
examination, because our stocks are on the board. One of the require- 
ments of the SEC is that the stockholders themselves choose an inde- 





CONTROL OF BANK HOLDING COMPANIES 97 


yendent-auditor, and we must produce an independent audit annually 
by an outside auditor chosen by the stockholders. 

So our books are also audited by a certified public accountant so 
chosen. 

Senator Morse. In some of our discussions, Mr. Belgrano, this argu- 
ment by analogy has been made over and over, and, needless to say, 
I do not propose to sit here and not do everything I can to pass any 
legislation that is needed to prevent in the banking world what the 
Insull empire did in the utility world. That is why I asked the ques- 
tion as to whether or not you think that existing banking legislation 
is adequate to protect the American public from the kind of Takata 
tions by the Insull empire that occurred in the utility field, which was 
a perfectly shocking thing. 

Mr. Bexerano. I do, sir. And the only other suggestion I would 
have is that the provisions of section 6 concerning loans should be 
changed in the present Bank Act. The supervisory authorities claim 
that the provisions now existing are suflicient protection. I do not 
think so, and that is why we have our own rule in Transamerica pro- 
hibiting it. We think it would be best to prohibit any kind of a es 
between our banks and our other companies. 

Senator Morse. Now, my last question: I intended to ask you a 
great many questions—in face, I have them here—on this discrimi- 
natory feature, but you have covered it so completely and fully in 
your statement it would be redundancy for me to cross-examine you 
onit. I will take your statement as it is. 

But I have received a great deal of mail from Oregon from people 
who are concerned about the divestiture features of the bill and with 
respect to the effect on Columbia River Packers. 


want to say for the record that Columbia River Packers is an 
organization in my State of vital importance to its economy. We are 
not a State of much industry. We are principally a raw-materials 
State. So much of the raw material goes out of our State that the 


payroll benefits are out of Oregon and not in Oregon by and large. 

As you know, we are trying to increase the fabrication and indus- 
trial development of our State. 

Here we have a fishing company, a packing company, that is one 
of the great economic assets of Oregon. The concern that is expressed 
in the mail to me is that if Columbia Rivers Packers is forced out 
from under the economic umbrella of Transamerica that it is going 
to result in economic trouble for Columbia River Packers, and it may, 
and that we may be undermining and undercutting one of our great 
economic assets. 

Is there anything you want to say for the record in regard to that 
representation that has been made to me over and over again? 

r. Beverano. Yes, Senator, At the moment, unless you believe 
that from an interested point of view that there would be sufficient 
citizens in the State to take over that company and to supply it with a 
large amount of capital—when I say “large” I would suggest that 
they should have an additional working capital at their present gait 
of $3 million—unless that money could be accumulated easily, they 
would have difficulty. 

Now, unfortunately, that business is a cycle business, and it is very 
difficult to attract capital to it, because most investors like to buy an 
investment that has maybe a steady income. And, as you know, you 
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go through a year with no salmon, and the next year you have too 
much of it. And when you do, it takes a huge amount of money to can 
and store it. 

And I would suggest that they would have trouble. 

Now, I had not intended to say this, but I think it is important 
because of your questioning. While we have had lots of banks rush- 
ing to us because of the fear that they could not come later, we have 
also had an awful lot of fellows in America thinking that we had to 
sell everything that we owned and we would not have the privil 
of spinning it off under this tax thing, so we have had everybody 
wanting to buy our fish companies and metal companies and our 
other nonbanking interests. We had three major concerns come and 
take a look, and, with the consent of the president and the board of 
directors of that company, we sent these people up there to have them 
take a look. 

My interest was to be sure that we could protect the continuance of 
that thing, because, as you know, in having spent 6 years in Oregon I 
have a great affection for Oregon and its people, and certainly we are 
not going to be a party to the destruction of the economy of Oregon 
and especially to have Astoria get into that very awkward position that 
it found itself in some years ago. 

Senator Roserrson. Will the Senator from Oregon yield there ? 

Senator Morse. Yes. 

Mr. Beterano. Two of these three companies have their stock listed 
on the New York Exchange. When they took a look—outside of try- 
ing to buy an asset at 25 cents on the dollar—they just kept walking. 

Senator Roserrson. Just on that point, if I may interrupt you, be- 
fore you leave this packing situation, you did mention to us that they 
might lack working capital, and we did put in the bill that you could 
furnish them working capital without any tax liability. 

Mr. Bererano. That is correct, and thank you, sir, because up to 
this time I had to be s ure I kept in a debt position until you corrected 
that law. But, Senator, I have to remain that way. How can you 
guarantee to me that if you pass this bill and you take it over to con- 
ference that it is going to come out with the present provisions? I 
can’t take that chance with my stockholders’ money. 

Senator Ropertson. I can assure you that both the House and the 
Senate committees left the tax provisions completely to the Treasury 
and our congressional tax experts. I did not write a line of it. They 
did not write a line of it. You helped us with helpful suggestions. I 
told you to see the Treasury when you were in my office. 

Mr. Beterano. Yes, sir. 

Senator Ronerrson. And you did a good job, and the Treasury came 
up and approved it. I can guarantee to you that we won’t come out of 
conference with that provision taken out of the bill or we won’t bring 
it back to the Senate. 

Mr. Bererano. Well, I hope not, sir, but, you see, the position we 
are in in our metals company is the same way—in need of capital— 
but until I know what is going to happen to us—. Today we have 
advanced $5 million in General Metals Co., keeping them in a debt 
position, because I just cannot afford to change their capital structure 
and then through some coincidence find a bill that does not give me 
the privilege to spin off or that affects my stockholders in any other 
way. I just have to be in a position that they owe me the money so 
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whatever the consequences are I will have the right to collect it by 
liquidation or otherwise. 


Senator Morse. That is all I have to say, Mr. Chairman. 

Senator Rozertson. I want to thank everybody on the committee for 
their pores. I want to thank Mr. Belgrano. 

(The material referred to by Mr. Belgrano follows :) 


AMENDMENTS TO 8. 2577 SUGGESTED BY TRANSMERICA CORP. 


On January 26, 1956, Transamerica Corp. circulated to all members of the 
Banking and Currency Committee a memorandum containing drafts of a number 
of substantive, procedural and tax amendments proposed to be made to 8S. 2577, 
together with a suggestion of additional amendments which it considered neces- 
sary to correct crtain unfair and discriminatory features. Since the committee 
has adopted tax amendments which meet the major objections raised by Trans- 
america, no further changes in the tax-relief provisions are now being urged. 
Except for the tax amendments, however, the committee has not yet accepted any 
of the important suggestions advanced by Transamerica." This memorandum 
has been prepared for the purpose of presenting these proposals to the committee 
for its further consideration. 

The first and most important group of Transamerica’s proposed amendments 
is designed to eliminate or at least alleviate the bill’s discriminatory features. 
As the bill is now drawn its divestiture provisions have their principal and 
almost sole impact on Transamerica Corp. The second group of proposed amend- 
ments included herein has to do with certain procedural and other changes which 
are considered to be necessary if the bill is to be administratively fair and 
workable. 


I, AMENDMENTS DESIGNED TO REMOVE DISCRIMINATION 


As noted above, 8S. 2577 is especially discriminatory against Transamerica in 
its divestiture provisions. These will effectively require the breakup of this 
company, but because of restrictive definitions or outright special exemptions 
few if any of the other great enterprises of the country which combine banking 
and nonbanking businesses will be so affected. This unfair discrimination can 
be eured only by eliminating from the bill these exclusions and exemptions, or 
by eliminating the harsh and unnecessary requirement of divestiture itself. 


Transamerica has accordingly proposed for the committee’s consideration both 
types of amendments. 


A. AMENDMENTS ELIMINATING DISCRIMINATORY EXEMPTIONS AND EXCLUSIONS 


The simple and straightforward way to avoid discrimination, of course, is to 
make the bill applicable to all organizations or associations which have a com- 
mon ownership of banking and nonbanking businesses, with no exclusions by 
way of limited definition or special exception. Attached as appendix 1 to this 
memorandum is a list of some 10 groups of enterprises which may own both 
banking and nonbanking businesses without being obligated to divest under the 
bill, together with 2 more such enterprises which are now seeking to be specially 
exempt at least in part. The amendments and suggestions set out below are 
designed to eliminate all of these special exclusions and exemptions so as to 
make the bill applicable to all alike. 


1. One-bank companies 


Proposed amendment 


In section 2. (a), on page 1, line 9; on page 2, lines 2 and 4; and on page 3, line 


14; strike out “each of two” in each instance and insert in lieu thereof the word 
“one.” 


Purpose and effect 


The definition of “bank holding company” in section 2 (a) is now limited to 
any company which owns 25 percent or more of, or which controls, “each of two. 
or more” banks. The proposed amendment would make the test ownership or 
control of the requisite percentage of the voting shares of any one bank. [f if is 





1Two or three minor nontax amendments previously suggested by Transamerica were 
adopted by the committee. These have accordingly been eliminated from this memorandum. 


100 CONTROL OF BANK HOLDING COMPANIES 


improper (which we think it is not) to combine the ownership of nonbanking 
property with ownership of two or more banks, it is equally wrong and improper 
to combine this ownership with that of a single bank, especially when this bank 
may itself be far larger and more powerful than a considerable number of 
smaller but separately incorporated banks. 

There are a minimum of 163 holding companies which own 25 percent of 1 or 
more banks, as compared to only 46 which own this percentage of 2 or more 
banks (Senate hearings, pp. 54, 60). Moreover, there are at least 116 bank 
holding companies which have absolute control through ownership of more than 
50 percent of the outstanding stock of 1 or more banking subsidiaries (Senate 
hearings, p. 59). In short, the bill by its definition of “bank holding company” 
excludes most of those companies which own or control banks. 

Included among these exempt companies, for example, are such large indus- 
trial, transportation, mining, and mercantile enterprises as W. R. Grace & Co., 
Deere & Co., Corn Products Refining Co., Peabody Coal Co., and Gimbel Bros., Inc. 
The bank and nonbank holdings of these representative one-bank companies, as 
reported in the 1955 Moody’s Manuals, are summarized in detail in appendix 2 
to this memorandum, All but one of them have assets of over $150 million. The 
full list of one-bank companies has never been made public, but it is available to 
members of this committee (Senate hearings, pp. 336-337). 

Both the Federal Reserve Board and the Comptroller of the Currency favor 
an amendment to include one-bank companies. Chairman Martin stated: 

“Yet it seems clear that the potential abuses resulting from combination under 
Single control of both banking and nonbanking interests could easily exist in a 
case in which only one bank is involved. In fact, if the one controlled bank 
were a large bank, the holding company’s interests in extensive nonbanking 
businesses might very well lead to abuses even more serious than if the company 
controlled two or more very small banks. For these reasons, the Board would 
continue to urge that, whatever the percentage test may be, the definition 
should be related to control of a single bank” (Senate hearings, p. 76). 

This view was reiterated throughout the testimony of Chairman Martin and 
Governor Robertson (Senate hearings, pp. 44, 45, 46, 58, and 66). Im like 
fashion, the Comptroller urged the elimination of this discriminatory exclusion 
(Senate hearings, p. 84). 

The committee report makes no effort to justify the exclusion of one-bank com- 
panies from all provisions of the bill. In short, at least two purported purposes 
of this legislation—to control “upstream” financing and to force divestiture of 
nonbank assets—plainly have equal application to both categories of holding 
companies. To force two-bank companies to divest their nonbanking interests 
while permitting one-bank companies to remain wholly unaffected by the legis- 
lation is logically and economically indefensible. 

This becomes especially obvious when it is realized that the banks owned by 
these one-bank holding companies could be expanded at will by merger or other- 
wise without coming under the divestiture or other provisions of the bill. W. R. 
Grace & Co., for example, while it could not itself acquire a second bank without 
becoming subject to the regulation provided by the bill, could expand its Grace 
National Bank by merger or acquisition of assets until it equaled in size the 
aggregate of all the separate banks now owned or controlled by Transamerica 
Corp. Several New York banks are presently considerably larger than 
this. Yet W. R. Grace & Co. and its banking subsidiary would still remain free 
of any regulation of “upstream borrowing,” and of any obligation to divest. 


2. Grandfather clause exemption for one company registered under Investment 
Company Act prior to May 15, 1955 


Proposed amendment 


In section 2 (a) (B), page 3, line 9, strike out the comma at the end of the 
word “1940”, and strike out the phrase “and was so registered prior to May 15, 
1955”. . 


Purpose and effect 


The exemption for registered investment companies was included in 8, 2577 
because any such company is eceenerey supervised by the Securities and, Ex- 
change Commission, and because SEC regulation in such cases is closely akin 
to the purposes of this bill (8. Rept., p. 5). If this justification is valid there 
is no reason to limit the exemption to investment companies registered before 
May 15, 1955, and consequently the cutoff date should be eliminated to permit 





CONTROL OF BANK HOLDING COMPANIES 101 


exemption for future registrants under the Investment Company Act. If this 
is not done, the provision will be a bald special exemption permitting a single bank 
holding company to continue to hold both banks and nonbanking businesses. 
This company—The Equity Corp., together with its subsidiary, the Morris Plan 
Corporation of America—is one of the Nation’s largest bank holding companies 
owning multiple banks: it has aggregate assets of some $43 million (Senate 
hearings, p. 151). In addition to banks, it owns directly or indirectly controlling 
interests in industrial, real estate, mineral, insurance, finance and service com- 
panies (Senate hearings, pp. 159, 162). 


8. Trusts and partnerships 
Proposed amendment 


Amend section 2 (b) by inserting a period after the word “legislation” on 
page 4, line 8, and striking the remainder of that line, and on page 3, lines 23-24, 
by striking out all of those two lines and substituting the following: “(b) ‘Com- 
pany’ means any corporation, partnership, testamentary, business or other trust, 
association, or similar organization, but shall not include”. 


Purpose and effect 


There is no reason for eliminating from the provisions of the bill any busi- 
ness enterprise merely because it is in the form of a general or limited partner- 
ship or an inter vives or testamentary trust. It is still a unitary business 
enterprise exercising its ownership in a way similar to that of a corporation, and 
there is no reason for not treating it as corporate bank holding companies are 
treated if the enterprise otherwise meets the requirements of the definition con- 
tained in section 2 (a). 

It is not Known just how many important organizations are excluded by 
the limited definition of “company” now contained in the bill, but at least one of 
these is believed to be the Alfred I. du Pont Testamentary Trust in Plorida. 
This trust owns or controls the Florida National Group of Banks, consisting of 
more than 20 separate banks in Florida (Senate hearings, p. 73), with aggregate 
deposits of over $550 million; it was recently advertised as the “largest bank- 
ing organization south of Philadelphia and east of the Mississippi”. See appen- 
dix 8, p. i. In addition, this trust, often referred to as the Ball-duPont group, 
owns or controls directly or indirectly the St. Joe Paper Oo. (with plants in 
Florida, Texas, and New Jersey), the Apalachicola Northern Railroad (some 
96 miles long), a telephone company, some 750,000 acres of west Florida timber 
lands, and other important holdings. See appendix 3, p. ii. In spite of this it 
is relieved by the very restrictive definition of “company” contained in the bill 
not only from the obligation of divestiture but also from control over expansion 
of its bank holdings. There is no real basis in the record or elsewhere for 
any such exemption. 


4. Religious, chaditable, and educational corporations, funds and foundations 


Proposed amendment 


In section 2 (b), strike out “(1)” on page 3, line 24, place a period after the 
word “State” and strike out “or (2) any” on page 4, line 1, strike out all of 
lines 2 through 8 on page 4. 


Purpose and effect 


The proposed amendment would eliminate a specific exemption in the defini- 
tion of “company” of religious, charitable, and educational corporations. If such 
a corporation chooses to engage in the business of being a bank holding company, 
there is no legitimate reason for not subjecting it to the same regulation with 
respect to expansion or “upstream borrowing” to which any other bank holding 
company is subject, as Chairman Martin recommended (Senate hearings, pp. 
69, 76). The same reasoning should also apply to divestiture. If regulation or 
separation is needed in the public interest, it is needed whether the profits of the 
enterprise go to support a worthy religious or charitable cause or whether they 
inure to the benefit of private individuals. It would be ridiculous to exempt 
a public utility from regulation, for example, because it happens to be owned and 
operated as an investment by a religious or charitable foundation. 

The Mormon Church is a case in point. In addition to controlling several 
banks in Salt Lake City, it owns 100 percent of the stock of a large life-insurance 
company and is believed to hold substantial interests in a number of other non- 
banking businesses (see appendix 4). All of these are sound and well-managed 
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enterprises, and Transamerica agrees that there is no good reason for requiring 
that any of them be disposed of. There is certainly no justification, however, 
for applying the regulatory and divestment provisions of the bill to Transamerica 
and excluding entirely such comprehensive and diversified business investments 
as these. 


5. Tax-exempt labor, agricultural and horticultural organizations 


Proposed amendment 


Strike out all of subdivision (7) of section 4 (c), as amended, page 11, lines 
14-15. 


Purpose and effect 


Subsection 4 (c) (7), as amended by the committee, exempts from divestiture 
any bank-holding company which is a labor, agricultural, or holticultural organ- 
ization and which is exempt from Federal taxation under section 501 of the 
Internal Revenue Code. This is plainly another special exemption for which 
no sound reason can be advanced. 

The policy of the bill as plainly expressed in section 4 is that banking and 
nonbanking businesses are not to be mixed: no organization which is engaged 
in any business other than that of banking or of managing or controlling banks 
or Which owns or controls more than 5 percent of any nonbanking business shall 
be permitted to own or control 25 percent of two or more banks. The fact that 
an organization which owns and operates banks for profit may itself be a tax- 
free labor union (or an agricultural or horticultural organization) is no reason 
for giving it different reglatory treatment. If divestiture is in the public interest 
for an organization that is owned by thousands of small investors, it should 
also be in the public interest for an organization that is owned by thousands 
of labor union members. 

At least 1 labor union, Amalgamated Clothing Workers of America, owns a 
controlling interest in 2 separate banks as well as other investments, and so 
would be subject to the divestiture provisions of the bill but for this special 
exception. These are both substantial banks, the Amalgamated Bank of New 
York having deposits as of December 31, 1954, of $57,824,277 and the Amalga- 
mated Trust and Savings Bank in Chicago having deposits as of that date of 
$36,819,140 (Senate hearings, pp. 427-431). 


6. Additional special eremptions which have been proposed 


In addition to the foregoing, the Trust Company of Georgia and the First 
National Bank Trustees of Louisville formally proposed to this committee on 
February 8, 1956, that additional exemptions be added to section 4 of the bill 
to enable them to retain various nonbank holdings. Transamerica fully agrees 
with them that divestiture of these properties would inflict an unnecessary 
hardship and would weaken the capital position of their banks. In this respect, 
however, their position does not differ from Transamerica’s or that of other 
diversified bank holding companies. The solution for this problem does not 
lie in another discriminatory special exemption, but in a more basic amendment 
to eliminate for everyone the unwarranted requirement of divestiture. This 
possible solution of the problem of discrimination is discussed further below. 


B, AMENDMENTS TO DIVESTITURE PROVISIONS 


As already noted, the bill is most discriminatory in the applicability of its 
divestiture provisions. Accordingly, another way in which discrimination can 
be largely eliminated is to adopt the position which Transamerica has consist- 
ently urged, that compulsory divestiture of lawfully acquired investments is 
not in the public interest and should not be required of anyone. The amend- 
ments proposed below are designed to accomplish this objective. 


1. Outright elimination of requirement of divestiture of non-bank holdings 


Proposed amendment 

Strike out all of section 4 (p. 8, line 7 through p. 11, line 15) ; strike out all 
of section 10 (p. 16, line 12, through p. 28, line 9) ; renumber sections 5, 6, 7,. 8, 
%, 11, and 12 to be sections 4, 5, 6, 7, 8, 9, and 10.respectively. 


2In appendix 5 are listed the principal holdings of these two companies which are now 
sought to be exempt from diventiture. 
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Purpose and effect 


This amendment would eliminate entirely the compulsory divestiture provi- 
sions of the bill, leaving the regulatory features unchanged. It would also 
eliminate the amendments to the Internal Revenue Code now contained in 
section 10, since tax relief provisions will not be needed if divestiture is not to 
be required. 

Divestiture is harsh and rare legislative surgery. Never befor*has Congress 
resorted to divestiture similar to that in the pending bill without a showing of 
extraordinary abuses or outright fraud. The hearings on bank holding company 
legislation have disclosed no comparable practices by bank holding companies, 
nor, indeed, any improper practices whatever. 

The arguments put forward in support of the divestiture requirement have 
been demonstrated to be without substance. A bank holding company is not 
a bank. It does not invest in nonbanking companies with money obtained from 
depositors. It invests risk capital supplied by shareholders who wish to obtain 
the advantages of diversified investment. The prohibitions of State and Federal 
laws restricting the ownership of nonbanking properties by banks are based 
on a concern with the uses to which the money of depositors is put. To require 
bank holding companies to divest their nonbanking properties on this ground 
is to ignore entirely the different corporate and public functions of the two types 
of organizations. 

No case for divestiture has been made out on the theory that this is necessary 
to prevent unsound financial transactions among holding companies, their sub- 
sidiary bank, and their affiliate corporations. Not only is the hearing record 
totally lacking in evidence of abuses of this nature by any established bank 
holding company, but such practices are absolutely prohibited by section 6 of 
the present bill. Similarly there is no evidence of unfair competitive advantages 
resulting from investment ownership of banking and nonbanking companies, or 
any evidence to indicate that under present competitive conditions, pressures 
cn eustomers or practices of this nature are commercially feasible. In fact, all 
testimony of Transamerica’s customers with respect to its policies and practices 
is squarely to the contrary. 

Divestiture therefore is no more than a punitive measure directed principally 
against Transamerica. The lack of realistic concern with the problem of com- 
bined banking and nonbanking ownership is demonstrated by the extensive exclu- 
sions and exemptions discussed above. If divestiture is to be required of any, 
it ought to be reauired of all; but if it is not genuinely needed it ought not to be 
required of anyone. Transamerica believes that this drastic remedy has plainly 
not been shown to be necessary in the public interest. 


2. Elimination of divestiture of present holdings, with requirement of Board 
approval of future acquisitions of controlling stocks or assets of nonbank 
companies 


Proposed amendments 


Strike out all of section 4 (p. 8, line 7, through p. 11, line 15) ; strike out all of 
section 10 (p. 16, line 12, through p. 28, line 9) ; renumber sections 5, 6, 7, 8, 9, 
11, and 12 to be sections 4, 5, 6, 7, 8, 9, and 10, respectively. 

On page 5, line 21, insert after the word “bank” the following: “or of any 
company which is not a bank.” 

On page 5, line 23, insert after the word “bank” the following: “or of such 
company which is not a bank.” 

On page 6, line 1, after the word “bank” and before the semicolon, insert the 
following: “or of a company which is not a bank.” 

On page 6, line 14, before the word “in’’, insert the following: “or in a com- 
pany which is nota bank.” 


Purpose and effect 


If it is considered desirable to provide some regulatory control over future 
acquisitions of nonbanking businesses by bank holding companies, this could 
easily be accomplished without. imposing the harsh requirement of divestiture. 
By simple amendments to the acquisition provisions of the bill (section 3) the 
Federal Reserve Board could be given jurisdiction to approve or disapprove 
future acquisitions of stock or assets of nonbank companies. : 

The amendment now proposed is designed to accomplish this. Like the pre- 
vious proposal it would permit bank holding companies to retain their present 
nonbank holdings, but would require Board approval of future acquisitions of 
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stock or assets of nonbank companies. Ownership and acquisition by bank 
holding companies of interests in nonbank companies would thereby be placed 
on substantially the same footing as is their ownership and acquisition of banks. 


38. “Freezing” of existing lawfully acquired holdings 


Proposed amendment 

On page 9, line 16, insert the following new subsection : 

“(1) to shares of any company lawfully acquired and owned mae: a bank 
holding company or by any of its subsidiaries prior to the date of enactment of 
this Act ;” 

Renumber subsection 4 (c) (1) to become 4 (c) (2) and the following subsec- 
tions accordingly. 


Purpose and effect 

If the above recommendations are not adopted, it at least remains possible 
to avoid the disintegration resulting from divestiture of lawfully acquired assets 
by making the provisions of section 4 of the bill applicable only to future acquisi- 
tions. While such drastic prohibitions are not believed necessary even with 
respect to the future, this solution is clearly preferable to the punitive effects 
of the present bill and would eliminate its most serious discriminatory features. 

The investments of Transamerica in nonbank companies have been made for 
legitimate investment purposes and in full compliance with our Federal and 
State laws. They have served as a source of strength and stability for Trans- 
america’s underlying banks and have provided Transamerica stockholders with 
the advantage of diversified investment. In the absence of a showing that 
Transamerica or other bank holding companies have employed their nonbank 
ownership in a manner contrary to the public interest, there can be no justification 
for the extreme measure of divestiture. 

Section 6 (c) (4) of H. R. 6227 would permit those bank holding companies 
which are themselves banks to retain their presently held nonbanking properties. 
A similar amendment to 8S. 2577 has been proposed on behalf of the Trust Com- 
pany of Georgia (see appendix 5). Transamerica agrees with the proponents 
of this amendment that divestiture of existing and lawfully acquired nonbanking 
assets ought not to be required. There is no logical reason, however, why a 
holding company which, under the peculiarities of local law, happens to be also 
a bank should stand on a different footing with respect to the ownership of 
nonbank properties than a bank holding company which is not a bank. The 
proposed amendment would accordingly extend the privilege of retaining law- 
fully acquired nonbank assets to bank holding companies which are not banks 
as well as to those which are. 


4. “Freezing” of lawfully acquired present holdings of financial, fiduciary, and 
insurance companies 
Proposed amendment 


On page 11, line 7, strike out the word “which” and insert in lien thereof the 
following: “either (1) a majority of the voting shares of which company were 
owned directly or indirectly by such bank holding company on the date of 
enactment of this act, or (2) the business of which company.” 


Purpose and effect 


The harsh and discriminatory impact of the divestiture provisions of the bill 
cannot be avoided by measures short of adoption of the amendments discussed 
above. It is at least possible, however, to alleviate their most objectionable 
consequences by the addition of a simple provision permitting retention by a 
bank holding company of any company of a financial, fiduciary, or insurance 
nature which was majority-owned, directly or indirectly, on the date of enact- 
ment of this bill. This would mean that bank holding companies could retain 
without question their financial, fiduciary, and insurance subsidiaries owned on 
the effective date of the bill, but could not acquire other such companies without 
the requisite order of the Board to the effect that such other companies are 
sufficiently closely related to the business of banking. 

It is believed that this is an entirely aleaibe’ exception to the divestiture 
provisions, and does no violence to the overall purposes of the bill. Section 
4 (c) (6) of the bill in its present form recognizes that there is a real rela- 
tionship between the operation of banks and of financial, fiduciary and insurance 
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companies. All of these companies present similar problems of management 
and the investment of funds, and all of them are subject to extensive regulation. 
If the divestiture principle is to be retained at all, at least it should not be 
applied .to companies of this type which have been lawfully acquired in the past. 

3 It should be noted that the language of section 4 (c) (6) in both the present 
bill and the proposed amendments specifies that all of the activities of any 
financial, fiduciary or insurance company which can be retained must be 
devoted to these purposes. This prevents any possibility of changing the 
nature of the business of a retained nonbanking subsidiary so that it can enter 
into nonbanking businesses which would otherwise be prohibited, 


5. Exemption of foreign banking subsidiaries 
Proposed amendment 
inaeet the following new subsection immediately following subsection 7, 
page 11: 
“(8) to shares of any company which is organized under the laws of a foreign 


country and which is engaged primarily in the banking business outside the 
United States.” 


Purpose and effect 


The proposed amendment is necessary to correct an obviously unintended 
effect of the present bill. Section 2 (c) defines “bank” so as to exclude any 
company which does not do business within the United States. Section 4 (a) 
prohibits, with certain limited exceptions, the ownership or control by a bank 
holding company of any voting shares of any company which is not a bank. 
Consequently, under the bill as it is now drawn, a foreign banking subsidiary, 
such as Transamerica’s Banca d’ America e d'Italia, would have to be divested. 

The proposed simple amendment to the divestiture provisions would exempt 
the shares of any company which is organized under the laws of a foreign 
country and which is engaged primarily in the banking business outside the 
United States. This amendment would appear to be in accord with the basic 
intent of the bill and there can be no rational basis on which its inclusion could 
be opposed. 


. 


Il. OrHER PROPOSED AMENDMENTS 


In addition to the amendments discussed above, which will eliminate or at 
least alleviate the principal discriminatory features of the bill, Transamerica 
has proposed a number of amendments which it believes are needed in order 
to make the administration of the law fair and workable. The bulk of these 
amendments have to do with the procedure to be followed by the Board in per- 
forming its functions under the act. The others are designed to correct what 
Transamerica believes are errors or omissions in the bill. 


A. PROCEDUBAL AMENDMENTS 


This bill is a step toward a fundamental change in the nature of the Federal 
Reserve Board’s function. It vests in the Board new regulatory functions 
analogous to some of those now performed by such agencies as the Securities 
and Exchange Commission or the Federal Trade Commission. This in itself 
presents a serious problem, for the Board lacks a history of such functioning 
and does not now have the staff to enable it to perform such tasks. The bill, 
therefore, should at least give it the authority and prescribe the procedures 
which the experience of other agencies has demonstrated to be needed for the 
efficient accomplishment of such regulatory objectives. In its present form 
the bill is seriously defective in failing to do this. : 

In spite of the regulatory function so assigned, the Board is given no power 
to conduct formal investigations or to enter orders determining whether or not 
a company is a bank holding company under the act. The Board is not even 
given the power to issue subpenas and compel the attendance of witnesses 
in the proceedings it does hold. It is not empowered to enforce divestiture of 
specified subsidiaries, or other forms of compliance. It is given no power to 
do anything about a company which, through ignorance or intent, disregards the 
act. In such a case it may ask the Department of Justice for an indictment, 
but it may not itself issue or enforce anything in the nature of a compliance or 
cease-and-desist order. 
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Transamerica Corp. of course has not attempted to draft a code of procedure 
for the Board’s regulatory functions, or to work out any kind of enforcement 
or compliance system. This would require a substantial redrafting of the en- 
tire bill, which certainly is warranted. In the absence of this, however, Trans- 
america has suggested certain relatively simple procedural amendments which 
can be included within the framework of the bill as it now stands and which, 
it is believed, will at least make administration of the act more workable, as 
well as fairer to those who are subjected to its impact. 


1. Provision for administrative determination, on application, of whether a 
company is a bank holding company 


Proposed amendment 


On page 5, immediately following line 14, insert the following new subsec- 
tion (g): 

(g) the filing in good faith by any company of an application for exemp- 
tion from bank holding company status on the ground it is not a bank holding 
company within the meaning of this Act, shall exempt the applicant from any 
obligation, duty or liability imposed in this Act upon the applicant as a bank hold- 
ing company ‘until the Board has acted upon such application. Within a reason- 
able time after receipt of any application hereunder, the Board shall enter 
an order granting or, after notice and opportunity for hearing, denying or 
otherwise disposing of such application.” 


Purpose and effect 


The purpose of this proposed new subsection is to provide a procedure by 
which a company may obtain a determination as to whether or not it is a bank 
holding company subject to the act. Although this provision is not of im- 
portance to Transamerica itself, it is essential to avoid hardship to those com- 
panies whose status is uncertain. 

Section 2 (a) defines a bank holding company so as to leave doubt in some 
instances as to whether or not a company falls within the definition and is 
subject to the provisions of the act. For example, a company is a bank holding 
company if it “controls in any manner” the election of a majority of the directors 
of two or more banks. The quoted words are not susceptible of adequate defi- 
nition short of a ruling by the Board. 

Thus a company uncertain as to whether it falls within the definition will be 
in a dilemma. Failure to conform to the provisions of the act may make the 
company liable to criminal penalties if the Board should ultimately rule that 
it is a bank holding company. Furthermore, enforcement action by the Board 
to test the question might well be postponed or delayed beyond the mandatory 
time limitation within which divestiture must be accomplished, thus depriving 
the company of the benefit of the tax-relief provisions of the bill. On the other 
hand, if the Board or a court should ultimately rule that the company is not 
a bank holding company, the reorganization of its business in presumed com- 
pliance with the act may turn out to be not only legally unnecessary but dis- 
astrous in a tax sense. Consequently, it would appear highly desirable to 
have some provision, like the one suggested here, which will provide a reasonable 
procedure by which to determine the applicability of the bill. 


2. Provision for notice and opportunity for hearing to bank holding companies 
on all applications for approval of bank acquisitions 


Proposed amendment: 


In Section 3 (b), on page 7, strike out all of line 2 following the period and 
all of lines 3-14 and line 15 to the end of the sentence. Insert in place of the 
material so stricken the following : 


“If the Comptroller of the Currency or the State supervisory authority so 
notified by the Board does not request a hearing thereon in writing within 
said 30 days, the Board may without further notice or proceedings enter an 
order granting the application. If the Comptroller of the Currency or the 
State supervisory authority requests a hearing thereon in writing within said 
80 days, or if the Board itself is unwilling to grant the application without a 
hearing even in the absence of such request, it shall forthwith give written 
notice of that fact to the applicant. If within 10 days after receipt of such 
notice from the Board the applicant does not either withdraw such application 
or request in writing a hearing thereon, the Board may enter an order forth- 
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with denying the application, .On receipt from the applicant of such. request 
for hearing, however, the Board shall promptly give written notice to the 
applicant and to the Comptroller of the Currency or State supervisory authority, 
as the case may be, of the date for commencement of a hearing by it on such 
application. Such hearing shall be commenced not less than 10 nor more than 
30 days after such notice.” 


Purpose and effect 


In its present form, section 3 (b) plainly contemplates that a bank holding 
company shall initiate the action by filing an application for approval of a pro- 
posed acquisition or merger. It further provides that a hearing must be held 
and decision had on the basis of such hearing in the event that the Comptroller 
or appropriate State authority files an objection with the Board. The provision 
is silent, however, with respect to what happens if these authorities fail to 
object to the proposed acquisition and the Board itself determines for some 
reason not to grant it. If no hearing is to be had in this instance, there would 
appear to be no record on which judicial review could be had, thus raising a 
serious question as to the scope of the judicial review provided for in section 9 
of the bill. 

The proposed amendment avoids the cumbersome procedure resulting from a 
mandatory requirement that a hearing be held even if not requested by the 
parties, but at the same time insures that no application can be denied without 
affording to the applicant the right to a hearing, and to a decision on evidence 
advanced at such hearing, with judicial review by a court. Precedent for such 
treatment can be found in many regulatory statutes. See, e. g., section 309 of 
the Federal Communications Act with respect to applications for certain radio 
station licenses (47 U. S. C., sec. 309). Similarly, it is provided that no applica- 
tion ean be granted over the objection of the Comptroller or appropriate State 
regulatory authority without an equal right in such authority to have a hearing 
if it so requests. In the latter case, the applicant must either agree to the 
holding of such a hearing or withdraw his application. 

The procedural requirements for a hearing, if one is held, are those prescribed 
by the Administrative Procedure Act, which is specifically made applicable by a 
new suggested subsection (e) to section 5, discussed below. Accordingly, it 
appears superfluous to include in section 3 (b) such provisions as those to the 
effect that the length of the hearing shall be determined by the Board, that the 
parties shall be afforded a reasonable opportunity to testify, etc. 


3. Clarification of procedure on exemption of subsidiaries closely related to 
banking 
Proposed amendment 


In section 4 (c) (6), on page 11, lines 7-8, strike the words “after due notice 
and hearing, and on the basis of the record made at such hearing,” and in line 
13, page 11, immediately after the semicolon, insert the following: “Provided, 
That the Board shall not deny any application for exemption under this subsec- 


tion except after due notice to the applicant and an opportunity for hearing 
thereon ;”. 


Purpose and effect 


The procedural provisions now contained in this subsection are not clear as to 
whether a notice and hearing are to be had on specific applications for exemption 
by a holding company, or as to whether the Board is authorized to grant such 
an exemption without a formal hearing where there is no objection or controversy. 
The procedural change suggested in this provision is designed to conform the 
procedure here to that suggested in section 3 (b) above. In other words, it is 
contemplated that a bank holding company which desires to avail itself of the 
exemption provided in this subsection shall first apply to the Board for an order 
granting such exemption. The Board may without hearing or other formal pro- 
ceedings grant this application if it sq determines, but it may not deny it with- 
out giving the applicant an opportunity for a hearing (and subsequent judicial 
review) in accordance with the procedure prescribed for such adjudications by 
the Administrative Procedure Act. This combines the advantages of informal 
procedure where no controversy is involved with the safeguards of full hearing 


and review when a bank-holding company is not statisfied with the Board’s pre- 
liminary determination. : 
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4. Provision granting notice and opportunity for hearing on application for tar 
certificates, and generally incorporating provisions of the Administrative Pro- 
cedure Act 


Proposed amendment 


On page 13, immediately following line 2, insert the following new subsection 
(e) to section 5: 

“(e) An application to the Board for a certification or extension of time pro- 
vided for in section 10 of this Act may be granted without notice, hearing, or 
other formal proceedings. No such application shall be denied by the Board, 
however, except after due notice to the applicant and an opportunity for hearing 
thereon. The granting or denial of any such application on which the applicant 
has requested a hearing, as well as the granting or denial of any application 
under sections 2, 3, or 4 of this Act on which the applicant has requested a hear- 
ing, Shall be deemed to be an adjudication required by statute to be determined 
on the record after opportunity for an agency hearing within the meaning of 
section 5 of the Administrative Procedure Act (5 U. S. Code, sec. 1004).” 


Purpose and effect 


The bill in its present form is seriously deficient in that it contains no provision 
whatever for the procedure to be followed hy a bank holding company in obtain- 
ing from the Board of Governors the tax certificates provided for in section 10, 
Without these certificates, of course, it would be financially disastrous for any 
company to attempt to spinoff or distribute either the companies required to 
be divested under section 4 (if it remains a bank holding company), or its bank 
holdings (if it chooses to terminate its bank holding company status). Whether 
a company is entitled to @ certificate will often turn on complex questions of both 
fact and law, and clearly some procedure for a hearing on these questions should 
be provided, with the usual judicial review. Section 5 (e) has accordingly been 
drafted to meet this problem in as simple and practicable a way as possible. 

Section 5 (e) contemplates that a bank holding company, or a company which 
has decided to dispose of its banks and to cease to be a bank holding company, 
will apply to the Board for the certifications provided for by the tax provisions 
included in section 10. If the Board is willing to grant the application without 
formal proceedings, it is authorized to do so, as with other applications, It 
may not deny an application for a tax certificate, however, without granting 
the applicant company an opportunity for a hearing, with subsequent judicial 
review. 

The last sentence of this section 5 (e) is also designed to make it clear that 
the procedure provisions of the Administrative Procedure Act shall apply to 
all these hearings. As noted above, none of these hearings is to be held unless 
the applicant in fact requests it, so that these provisions do not in any way 
limit the Board’s power to grant or otherwise dispose of an application without 
objection in entirely informal proceedings. 


5. Provision granting subpena power to Board 
Proposed amendment 


On page 13, immediately following new subsection (e) to section 5 (suggested 
above), insert the following new subsections (f) and (g) to section 5: 

“(f) For the purpose of any hearing pursuant to the provisions of this Act, 
the Board, or any officer thereof designated by it, is authorized to administer 
oaths and affirmations, and by subpoena to require any person to appear and 
testify, or to appear and produce relevant books, records, or other papers. In 
ease of failure or refusal to obey a subpoena served upon any person pursuant 
to such authority, the district court for any district in which such person is 
found or resides or transacts business, upon application by the Board, shall have 
jurisdiction to issue an order requiring such person to appear and give testimony 
or to appear and produce relevant books, records, or other papers, or both, in 
accordance with the subpoena; and any failure to obey such order of the court 
may be punished by such court as a contempt thereof. 

“(g) Im ease of contumacy by, or refusal to obey a subpoena issued to, any 
person, the Board may invoke the aid of any court of the United States within 
the jurisdiction of which such investigation or proceeding is carried on, or 
where such person resides or carries on business, in requiring the attendance 
and testimony of witnesses and the production of books, papers, correspondence, 
memoranda, contracts, agreements, and other records. Such court may issue 
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an order requiring such person to appear before the Board or member or officer 
designated by the Board, there to produce records, if so ordered, or to give 
testimony touching the matter under investigation or in question; and any 
failure to obey such order of the court may be punished by such court as a 
contempt thereof. All process in any such case may be served in the judicial 
district whereof such person is an inhabitant or wherever he may be found or 
may be doing business. Any person who willfully shall fail or refuse te attend 
and testify or to answer any lawful inquiry or to produce books, papers, corre- 
spondence, memoranda, contracts, agreements, or other records, if in his or its 
power so to do, in obedience to the subpoena of the Board, shall be guilty of a 
misdemeanor and, upon conviction, shall be subject to a fine of not more than 
$1,000 or to imprisonment for a term of not more than one year, or both,” 


Purpose and effect 


Subsections 5 (f) and (g) are suggested because the general statutes creating 
the Federal Reserve Board and giving it powers in other fields such as enforce- 
ment of the Clayton Act do not, as is the case with other administrative agencies, 
grant to the Board general powers to subpena witnesses, compel the production 
of documents etc. Thus, subpena power must be specifically granted if it is te 
be available to the Board or to the parties to proceedings before the Board in the 
administration ‘of the bank holding company legislation. Unless documents 
can be required to be produced and witnesses compelled to attend hearings, the 
hearing may well be abortive. Accordingly, these two subsections are designed 
to give the Board this necessary power in connection with hearings held under 
the act. The provisions are modeled upon the corresponding provisions of the 
Federal Power Act (16 U. S. C., see. 825f (b)—(c)). Comparable powers are 
given to a number of other agencies, such as the Civil Aeronautics Board and 
the Federal Communications Commission. The subpena power so granted to 
the Board may also be availed of by any party to the hearing in accordance 
with section 6 (c) of the Administrative Procedures Act (5 U. 8S. C., see. 
1005 (¢)). 


6. Provision for extension of time pending final administrative or legal decision 
on divestiture questions 
Proposed amendment 

On page 9, line 5, at the end of the subsection 4 (a), insert a semicolon in 
place of a period and add the following new clause : 

“Provided, however, That the filing in good faith of an application with the 
Board ‘under sections 2 or 4 of this Act, or of an application for certification 
provided for in section 10 of this Act, shall extend this period in any event until 
one year after the date of entry of the Board's final order on such application, 
or one year after the date of entry of the final judgment terminating proceed- 
ings resulting from judicial review of such order under section 9 of this Act, 
whichever is later.” 


Purpose and effect 


Section 4 (a) as drafted provides that no extension of time for divestiture 
shall be granted beyond 5 years from the date of enactment of the act. This 
same time limitation is incorporated by reference in the tax relief previsions 
of section 10 of the bill (proposed as see. 1101 (c) (1) of the Internal Revenue 
Code) which require a bank holding company, if it is to receive the benefit of 
any of these tax relief provisions, to obtain a certificate from the Board that it 
has fully complied with section 4 of the Bank Holding Company Act within the 
stated period of time. : 

Since the time required for administrative or judicial proceedings is neces- 
sarily uncertain, it is essential to have a provision which automatically extends 
this time for a resonable period after any necessary determinations affecting 
the obligation to divest have been finally resolved. It is quite possible that, at 
the expiration of the stated period of time, proceedings may still be pending 
in court on whether or not a certain subsidiary is exempt, for example, as a 
closely related business under section 4 (c) (6), or whether a company is 
entitled to a tax certificate with respect to certain proposed divestiture trans- 
actions. Until these questions are finally settled, it is, of course, impossible to 
effect the divestiture and a company should not be exposed to the criminal 
penalties of the act, or, even more seriously, be denied entirely the benefit of the 
tax relief provisions, merely because the inevitable delays of litigation or 
administrative action have made it impossible to meet fixed deadlines. Accord- 
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ingly, the amendment to section 4 (a) has been suggested to give any company 
an extension of time to 1 year after the date of entry of a final order or judg- 
ment on any issue on which divestiture might turn. 


7. Clarifying and correcting amendments to judicial review provisions 
Proposed amendment 


In section 9, page 15, line 23, insert after the word “Act” the following: 
“including any denial of an application for certification under section 10 hereof”, 
and in line 24, change the word “within” to “for”. In the same section in line 
25, page 15, and line 1, page 16, change “Court of Appeals in the District of 


Columbia,” to “United States Court of Appeals for the District of Columbia 
Circuit,”. 


Purpose and effect 


The wording of the first sentence of the judicial review provisions of the act 
(sec. 9) has been revised to make it clear that these provisions are intended to 
apply to denials by the Board of applications for tax certificates as well as to 
other orders entered by the Board. Since millions of dollars of tax liability may 
depend upon receipt of such certificates, this clarification is important. 

The other suggestion made is largely to correct obvious clerical errors, such as 
the proper name of the United States Court of Appeals for the District of Colum- 
bia Circuit. There is no such court as the “Court of Appeals in the District of 
Columbia.” 

The committee has already adopted another of the suggestions submitted by 
‘Transamerica, that a clause be added providing a 60-day time limit within which 
a petition for review must be filed. 


B. MISCELLANEOUS AMENDMENTS 


In addition to the essential procedural amendments proposed above, certain 
further changes in the bill are necessary if hardships and unwarranted adminis- 
trative redtape are to be avoided. It is believed that all of these amendments 
are entirely consistent with the purported purposes and policies of the bill. 


1. Provision to allow initial creation of small holding company without necessity 
for Board approval 

Proposed amendment 

On page 5, line 19, after the word “Act’’ and before the semicolon insert the 
following: 
‘, provided, however, That a company may take action which results in its be- 
coming a bank holding company without such prior approval, but subject to all 
other provisions of this Act, if such company after taking such action owns, 
controls, or holds the power to vote shares in banks located only in a single State, 
and if all such banks in the aggregate then do not account for more than 5 percent 
of the total deposits of all banks located in such State ;”. 


Purpose and effect 


Time is usually of the essence in the formation and financing of a new holding 
company. The necessity under the present bill for prior approval of the Board 
before any such company can be formed makes its organization almost impossible 
as a practical matter. Negotiations cannot normally be held in abeyance for the 
months necessary to process and hold hearings on an application, particularly 
when favorable action by the Board is necessarily not certain. 

Inability to organize a new holding company may have serious long-run com- 
petitive effects. In particular, it will mean that a big bank or a big bank hold- 
ing company presently in a dominating position in a given State or area will be 
immune from one of the remaining sources of future competition. 

As a result, it would appear desirable to add a proviso to section 3 (a) per- 
mitting the organization of a new bank holding company without prior approval, 
but subject to certain limitations. To prevent this provision from being used 
‘by the new holding company to achieve a dominant position through the act of 
organization itself, the privilege should be limited to a company owning banks in 
a single State and not having banks controlling more than 5 percent of the de- 
posits of all banks in such State. Once a company is formed, any future acquisi- 
tions by it would be governed, of course, by, the Rastaens applicable to all bank 
holding companies under the bill. 
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Although Transamerica itself would not be affected by this proposed amend- 
ment, it has suggested it as a means of lessening the likelihood that the acquisition 
provisions of the bill will serve to perpetuate banking monopolies. This is of 
particular importance in those States in which statewide branch banking is not 
Sa local law and in which a bank holding company is already well 
entrench 


2. Provision erempting from requirement of Board approval acquisition of 
additional shares of 25 percent-owned bank 


Proposed amendment 


On page 6, line 15, strike out ‘a majority” and insert in lieu thereof the fol- 
lowing: “25 per centum or more”. 


Purpose and effect 


The major test of bank holding company status, as that term is defined in 
section 2 (a) of the bill, is the ownership or control of 25 percent or more of the 
voting shares of two or more banks. If ownership to such extent is deemed 
sufficient control for purposes of. subjecting the holding company and its sub- 
sidiaries to regulation under the act, it should be sufficient to permit such com- 
pany to expand its existing ownership by further acquisitions of stock as occasion 
warrants, without the necessity for undergoing each time the complex applica- 
tion procedures designed to regulate acquisitions of additional banks. The pro- 
posed amendment would simply permit a bank holding company to acquire further 
shares in a bank already defined as a subsidiary without the requirement of 
Board approval. 


3. Provision erempting from requirement of Board approval additional shares 
acquired ag stock dividend, etc. 


Proposed amendment 


On page 6, line 15, strike out the period after the word “acquisition” and insert 
in lieu thereof a semicolon followed by the word “or”; insert thereafter the fol- 
lowing new subsections : 

“(C) additional shares acquired by a bank holding company as a stock divi- 
dend or through the exercise of rights received with respect to shares previously 
owned by it as a result of a pro rata distribution of such rights to all owners of 
such shares, or (D) a change of indirect to direct or direct to indirect ownership 
of shares already owned; or (E) assets of a bank acquired by a bank holding 
company upon any liquidation, dissolution, or winding up of such bank or in 
connection with any other proceeding involving the distribution, in whole or in 
part, of the assets of such bank to its stockholders.” 


Purpose and effect 


The purpose of these amendments is largely self-evident. They are designed 
to free involuntary acquisitions of various types from the necessity of prior 
approval, No Board approval would be required for bank shares acquired as 
stock dividends, through the exercise of stock rights, when transfers take place 
within the holding company organization, or when the holding company acquires 
bank assets upon liquidation of a banking subsidiary. 

None of the types of approval-free acquisitions authorized by this amendment 
involves expansion of a company’s banking enterprises or a change in its per- 
centage of ownership. The requirement of prior approval by the Federal Reserve 
Board therefore imposes a needless burden both on the Board and on the holding 
company, In the case of.a rights offering, the inevitable delay involved in ob- 
taining such approval might well extend beyond the expiration of the offer. 


CONCLUSION 


In proposing the amendments discussed aboye, Transamerica Corp. does not 
mean to indicate any change in the position it has heretofore taken, that addi- 
tional bank holding company legislation such as that embodied in 8. 2577 is not 
needed and should not be enacted. Particularly Transamerica wishes to reiterate 
its view that prohibitions of or limitations on the ownership of nonbanking in- 
terests by bank holding companies are unnecessary, undesirable and contrary to 
the best interests of sound banking. Transamerica’s strong nonbanking assets 
provide an important source of additional capital for its banks, assuring that © 
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they will be able to serve adequately the growing needs of their customers in 
good times and reinforcing their financial stability in times of crisis. These 
factors are of particular importance in the rapidly expanding western area 
where all of Transamerica’s banking subsidiaries are located. 

If legislation is nevertheless to be enacted, it should as a minimum be as fair, 
as nondiscriminatory and as administratively workable as possible. Trans- 
america accordingly urges the adoption of the amendments proposed in this 
memorandum in a genuine effort to assist this committee in accomplishing this 
objective. 

Respectfully submitted. 

F. N. BELGRANO, ZJr., 
President, Transamerica Corp. 


APPENDIX 1 
List oF SPECIAL EXEMPTIONS AND Exclusions, 8S, 2577 


Complete or partial exempion for— Bill reference 
1. One-bank holding companies. Page 1, line 9 
2. A company registered under Investment Company 
Act prior to May 15, 1955, i. e., Equity Corp.- Page 3, lines 7-9 
Morris Plan. 
. Testamentary trusts, e. g., Florida National Page 3, lines 23-24 
(Du Pont-Ball) Group. 
. Religious organizations, e. g., Mormon church Page 4, lines 1-4 
. Charitable organizations Page 4, lines 1-4 
3. Educational institutions and foundations Page 4, lines 1-4 
. Partnerships Page 4, line 8 
. Labor unions, e. g., Amalgamated Clothing Workers Page 11, lines 14-15 
of America. 
9. Agricultural organizations Page 11, lines 14-15 
10. Horticultural organizations Page 11, lines 14-15 
Additional proposed exemptions : 


11. A bank holding company which is itself a bank, Page 10, line 23 
i. e., Trust Company of Georgia. 

12. An investment-company subsiidary of a bank hold- Page 11, line 4 
ing company, i. e., First National Bank Trustees 
of Louisville. 


APPENDIX 2 
SUMMARY OF HoLpINGs OF SAMPLE COMPANIES OWNING ONE BANK 
(From Moody’s Industrial Manual, 1955) 


The following are a few of the larger industrial, mining, transportation and 
mercantile companies known to own a controlling interest in one bank. These 
companies, as well as others included in the compilation in Senate hearings, pp. 
59-60, which are named in a confidential list available to the Senate Banking 
and Currency Committee (hearings, pp. 336-337), would be included as one-bank 
companies and subject to divestiture of their banking or nonbanking businesses 
if the one-bank amendment is adopted. 


1. W. R. Grace & Co. (p. 2789) 


(a) Total assets as at December 31, 1954 were $375,693,744. 

(6) At December 31, 1954, W. R. Grace & Co. owned 79.30 percent of the 
capital stock of Grace National Bank, New York City. As at that date this 
bank had deposits of $125,983,000 (Moody’s Bank and Finance Manual, 1955, 
p. 266). 

(c) W. R. Grace & Co.’s nonbanking activities include ownership and oper- 
ation of some 35 chemical plants located throughout the United States and in 
several foreign countries; subsidiary Grace Line, Inc., operating an extensive 
fleet of steamships; Pan-American Grace Airways, Inc., a large international 
airline jointly owned by W. R, Grace & Co. and Pan-American World Airways, 
Inc. ; and Grace Chemical Co., whieh owns a $20 million fertilizer and industrial 
chefnical plant at Woodstock, Tenn. W. R. Grace & Co. also.owns an advertising 
subsidiary, extensive foreign agricultural, mining and manufacturing subsidi- 
aries, and other miscellaneous business enterprises. 
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2. Deere & Co. (p. 292) 


113 


(a) Total assets as at December 31, 1954, were $430,378,654. 
(b) At December 31, 1954, Deere & Co. owned 94.5 percent of the capital stock 


of Moline National Bank, Meline, Il. 


As at that date this bank had deposits of 


$36,990,000 (Moody’s Bank and Finance Manual, 1955, p. 137). 

(ce) Deere & Co. owns and operates directly and through subsidiaries 13 prin- 
cipal plants in the United States and Canada which manufacture a full line of 
agricultural machinery, implements, and chemicals. 


3. Corn Products Refining Co. (p. 2437) 


(a) Total assets as at December 31, 1954, were $181,781,031. 
(b) At December 31, 1954, Corn Products Refining Co. owned 92 percent. of the 


eapital stock of Argo State Bank, Argo, Ill. 


As at that date this bank had 


deposits of $8,394,104 (Moody’s Bank and Finance Manual, 1955, p. 1176). 
(¢) Corn products Refining Co. is the leading factor in domestic and world 


markets in the refining of corn products. 


It operates plants in a number of States 


as well as in Europe, South America, Canada, and Mexico. 


. Peabody Coal Co. (p. 164) 


(a) Total assets as at December 31, 1954, were $44,426,969. 
(b) At December 31, 1954, Peabody Coal Co, owned 59.78 percent of the capital 


stock of First Trust & Savings Bank, of Taylorville, Il. 


As at that date this 


bank had deposits of $12,171,000 (Moody’s Bank and Finance Manual, 1955, 


p. 352). 

(c) Peabody Coal Co. 
selling bituminous coal. 
business. 


5. Gimbel Bros., Inc. (p. 2748) 


is primarily in the business of mining, jobbing, and 
Through subsidiaries it also engages in the retail coal 


(a) Total assets as at December 31, 1954, were $161,094,112. 

(6) At December 31, 1954, Gimbel Bros., Inc., owned 98.8 percent of Gimbel 
Bros. Bank & Trust Co., Philadelphia, Pa. As at that date this bank had deposits 
of $14,992,000 (Moody’s Bank and Finance Manual, 1955, p. 452). 

(c) Gimbel Bros., Inc., is in the business of owning and operating department 


stores under the name of “Gimbel’s” or “Saks,” 


It has large stores in New York, 


Chicago, Philadelphia, Milwaukee, Pittsburgh, and other cities. 


APPENDIX 3 
{The American Banker, January 31, 1956] 


CoMBINED STATEMENT OF CONDITION, FLormDA NATIONAL Group or BANKs, 
DECEMBER 31, 1955 


Florida National Bank of Jacksonville 

Florida National Bank & Trust Co. at Miami 

Florida National Bank at St. Petersburg 

Florida National Bank at Orlando ; 

Florida National Bank at Pensacola 

Florida National Bank & Trust Co. at West 
Palm Beach 

Florida Botnet Bank at Coral Gables 

Florida Batik & Trust Co. at ao Beach 

Florida National Bank at Lakeland 

Florida National Bank at Key West 

Florida National Bank at Bartow 

Florida National Bank at Gainesville 


73456—56—pt. 2-9 


Florida National Bank at Ocala 

Florida National Bank at Fernandina Beach 

Florida Bank at Fort Pierce 

Florida National Bank at Perry 
Florida Bank at Deland 

Florida Bank at Starke 

Florida National Bank at Belle Glade 

Florida Bank at Madison 

Florida Bank at Port St. Joe 

Florida Bank at Chipley 

Florida National Bank at Arlington (Jack- 
sonville) 

Florida Bank at Bushnell 
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RESOURCES 
Loans and discounts $142, 595, 834. 45 
Banking houses, furniture, and fixtures including office build- 
$B seni nindvailahinlnics atl beciaib alte d cath leadhdl attahsewecibibcles sttithihsttele ptipldad 5, 568, 748. 86 
Other real estate owned 54, 897. 13 
Prepaid expenses 70, 024. 06 
Other resources 12, 675. 56 
Customers liability A/C letters of credit 219, 215. 66 
Accrued interest and income receivable 
U. S. Government securities_._.__.._...-.------ 207, 081, 379. 42 
Florida County and municipal bonds 21, 725, 232. 87 
Federal Reserve Bank stock 906, 150. 00 
Other securities 652, 501. 10 
Cash on hand and due from banks 174, 750, 941. 34 
—_——_—_—_——— 406, 648, 567. 71 


Reserve for contingencies 

Reserve for taxes, interest, ete 

Interest and income collected, not earned 3 
Bills payable 200, 000. 00 
Letters of credit 393, 336, 60 
Other liabilities 18, 122. 78 
Deposits 507, 920, 997. 39 


555, 169, 963. 37 


NONBANK HOLDINGS OF ALFRED I. DU PONT TESTAMENTARY TRUST 


Comprehensive information as to the extent of the nonbank holdings of the 
Alfred I. du Pont Testamentary Trust, frequently referred to as the Ball-du Pont 
interests, is not readily available. According to information which has been 
published in Interstate Commerce Commission reports and elsewhere, this trust 
owns a controlling interest in a number of very substantial nonbank enterprises, 
in addition to the banks included in the Florida National Group described in 
the foregoing advertisement (Senate hearings, p. 73). Among the more im- 
portant of these nonbank enterprises are: 

St. Joe Paper Co., with extensive facilities at Port St. Joe, Fla., as well as 
plants in Houston, Tex. and Hackensack, N. J. (252 ICC 151, 152; Fortune maga- 
zine, ‘November 1952, pp. 148, 150-155). 

Apalachicola Northern Railroad, extending some 96 miles from Chattahoochee, 
Fla., to Port St. Joe, Fla., 100 percent owned by St. Joe Paper Co. (Moody’s 
Transportation Manual, 1955, p. 366). 

In addition to the foregoing, St. Joe Paper Co. or its subsidiary or affiliated 
companies have been reported to own a majority of the bonds of the Florida 
East Coast Railway, now in the hands of receivers (282 ICC 84), a telephone 
company, and most of the real estate in the town of Port St. Joe, and some 
750,000 acres of west Florida timberland (Fortune magazine, November 1952, 
pp. 148, 155, 162). See also Mr. Ball of Florida in Investor’s Reader, March 22, 
1954, pages 17-20. 

APPENDIX 4 


SUMMARY OF CERTAIN REPORTED HoLpINGs or MormMon CHURCH 


While no published information is available, it is understood that the Church 
of Jesus Christ of Latter-day Saints—the Mormon Church—directly or indirectly 
owns substantial and in many instances controlling interests in a number of 
banks and nonbanking businesses. It is believed that the following are included 
among these holdings: 
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BANKS 


Utah Savings & Trust Co. 
Zion’s Savings Bank & Trust Co. 
First National Bank, Salt Lake City 


NONBANK COMPANIES 


Beneficial Life Insurance Co. (100 percent owned by Mormon Church, see Moody’s 
Bank & Finance Manual, 1955, p. 1388) 

Utah Home Fire Insurance Co. 

Desert News Publishing Co. 

Radio & Television Station KSL 

Utah Idaho Sugar Co. 

Hotel Utah 

Temple Square Hotel 

Zion's Securities Corp. 

ZCMI Department Store 


APPENDIX 5 


SUMMARY OF PRINCIPAL Hotpines or Trust CoMPANY OF GEORGIA AND OF FIRST 
NATIONAL BANK TRUSTEES OF LOUISVILLE 


(a) Trust Company of Georgia is a bank which by local law is permitted to 
be also a bank holding company. In all respects, it meets the definition of bank 
holding company provided in section 2 (a) of 8. 2577. It owns the entire capital 
stock of Trust Company of Georgia Associates (also a bank holding company 
under the bill) and of the Coca-Cola Bottling Co. of Lincoln, Nebr. In addition, 
it directly owns 5,500 shares of Coca-Cola International Corp. (Senate hearing, 
February 8, 1956, typed transcript, pp. 911, 912, 934). 

The Trust Company of Georgia Associates, its wholly-owned subsidiary, in turn 
owns a controlling interest in six national banks and all of the capital stock of 
Trusco Finance Co., which makes loans on automobiles, household appliances, 
farm equipment, etc. An additional 4,968 shares of Coca-Cola International 
Corp. are directly owned by the Trust Company of Georgia Associates (Senate 
hearing, February 8, 1956, typed transcript, p. 913). 

Representatives of this company have formally proposed that the bill be 
amended by the addition of the following language to section 4 (c) (4) of the 
bill (p. 10, line 23) (Senate hearing, February 8, 1956, typed transcript, p. 909) : 
“or to shares lawfully acquired and owned prior to the date of enactment of this 
act by a bank which is a bank holding company, or by any of its wholly-owned 
subsidiaries,” 


The effect of this additional language, which is already contained in the house 
bill, is to relieve the Trust Company of Georgia and each of its subsidiaries of all 
divestiture obligations under the bill. 


(bv) First National Bank Trustees of Louisville is a widely-held business trust 
owning the entire capital stock (directors qualifying shares excepted) of four 
separate corporations. Its wholly-owned subsidiaries include the First National 
Bank of Louisville, a large commercial bank with deposits of $166 million, the 
Kentucky Trust Co., the First Kentucky Co., an investment company with ex- 
tensive diversified holdings, and the First Kentucky Fire Insurance Co. (Senate 
hearings, pp. 201-202). 

Representatives of the First National Bank Trustees of Louisville proposed 
on February 8, 1956, an amendment to Section 4 (c) (5) of the bill (page 11, 
line 4) which would render the divestiture provisions inapplicable (Senate hear- 
ing, typed transcript, p. 919): “to obligations of an investment company which 
is not a bank holding company, which is not engaged in any business other than 
investing in securities, and which securities do not include more than 5 percent 
of the outstanding voting securities of any company and do not include any single 
asset having a value greater than 5 percent of the value of the total assets of 
the bank holding company.” 

The effect of this amendment, which would conform S. 2577 to the provisions 
of section 6 (c) (6) of H. R. 6227, would be to exempt the First National Bank 
‘Trustees of Louisville from divestiture of their in estment company. 
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Bconomic ASPECTS OF FEDERAL REGULATION OF BANK HoLtDING ComMPANIES— 
STANFORD RESEARCH INSTITUTE, DECEMBER 1955 


(By J. Knight Allen and Robert H. Smith) 
INTRODUCTION 


For many years the Congress of the United States has been considering legis- 
lation for extending Federal control over bank holding companies, which in lay 
terms, are corporations that own a controlling interest in one or more banks. 
Testimony and evidence covering several thousand pages have been presented 
before committees of both the House and Senate by bank supervisory authorities, 
bankers’ organizations, and spokesmen from business and agriculture, The 
proposals for the regulation of bank holding companies have been highly tech- 
nical and designed in large part to deal with potential rather*than actual abuses. 
For these reasons the public has shown little interest in the hearings, and no 
analysis has been introduced into the record which treats impartially the basic 
economic issues to which the proposals relate. 

Stanford Research Institute, a private, nonprofit research organization, has 
been engaged by the Transamerica Corp. to analyze the economic aspects of 
bank holding company legislation. The purpose of this memorandum is to 
present the results of this study. In undertaking this analysis the Institute 
has taken a neutral position with respect to holding company legislation. 


SUM MARY 


The proposals for the regulation of bank holding companies which have been 
before the Congress since the 1930's have differed in a variety of technical 
respects, but all have had four principal provisions : 

1. The regulation of bank holding Company size and growth. 

2. The separation of banking from nonbanking business. 

3. The prohibition of improper financial transactions among the affiliated 
companies. 

4. The requirement that all bank holding companies and their affiliates be 
subject to examination by the Federal Government. 

Hearings have been held on regtlatory proposals over a period of 8 years, 
and the testimony and evidence cover several thousand pages. Relatively little 
of this evidence is directed at the fundamental economic and financial issues to 
which bank holding company regulation relates. 


Regulation of competition and monopoly 


The most important object of the proposals, the regulation of holding company 
size and growth, is designed to foster healthy competition and to prevent 
monopoly in banking. In spite of the antitrust laws to which bank holding 
companies are subject, it has been argued that there is a danger of unlimited 
expansion of holding companies which could result in undue concentration of 
control over banking. By subjecting future holding company growth to reguia- 
tion, the proponents of this regulation argue that the potential concentration 
can be avoided and that as a result opportunities for competition in banking will 
be enhaneed. 

An analysis of the testimony and evidence relating to proposals to regulate 
bank holding companies indicates that the evidence is inadequate on the nature 
and extent of competition in banking generally and on the competitive role in 
banking of holding companies specifically. 

In determining the existence of or tendency toward monopoly in any industry, 
economists, Federal regulatory agencies, and the courts weigh a number of 
economic factors. These factors are, among others, the nature and extent of 
the market; the ease with which a potential competitor can enter this market 
and survive and prosper; the existence of monopoly profits as they are defined 
in economic theory ; the existence of predatory practices ; and the price structure 
and behavior in the industry. No one of these factors is a sufficient proof of the 
existence of or tendency toward monopoly. 

Conclusion—Without consideration of these factors and their combined 
impact, in the light of adequate evidence, no economically defensible decision 
can be made with respect to the existence of or tendency toward monopoly among 
bank holding companies or to measures for restraining such monopoly. 
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SEPARATION OF BANKING FROM NONBANKING ACTIVITIES 


The evidence and testimony which relate to the second provision, the separa- 
tion of banking: from nonbanking business, appear .also to be inadequate in 
certain respects. The divestiture provision is designed to remove opportunities 
for self-dealing and commercial coercion. Its application, however, would be 
limited by the proposed definition of a bank holding company, and the specific 
exemptions now under consideration would exclude a large percentage of in- 
dividuals, partnerships, families, groups, and other organizations which con- 
trol both banks and nonbanking enterprises. 

There are a number of additional economic aspects of divestiture which appear 
not to have been sufficiently examined and on which evidence is required before 
the economic appropriateness of divestiture can be established. There has been 
little evidence in the hearings with respect to the specific ways in which stock- 
holders of the holding company and affiliates might be affected, not the least 
of which might be tax consequences of a complex nature. A more important omis- 
sion, however, is comprehensive evidence on the economic effects of divestiture 
upon bank depositors, insurance policy holders, and others with whom many 
bank holding companies have an indirect fiduciary relationship. 

Conclusion.—Until there is adequate evidence on the economic and financial 
effects of divestiture upon customers of and investors in bank holding company 
enterprises and until there is more evidence for exclusions and exemptions, no 
satisfactory economic analysis of the divestiture provision is possible. This 
provision should not be examined without consideration of other means for 
curbing self-dealing. 


RESTRICTIONS ON INTERCOMPANY TRANSACTIONS 


The third provision now under consideration, the prohibition of improper 
financial transactions among affiliates, is aimed at an objective on which all 
are in substantial agreement. Such a restriction is already covered in part in 
the Banking Act of 1933, in the governmental rules and examinations under 
which most banks operate, and specifically in the laws of some States. Since 
one of the purposes of the provision is to prevent improper extension of bank 
credit to nonbank affiliates, consistency requires that the rule be applied to any 
banks under joint control with another enterprise. However, because the 
current proposals to regulate bank holding companies exclude by definition and 
exemptions a majority of such groups, the approach is incomplete. 

Conclusion.— Additional evidence is required in the matter of exclusions and 
exemptions from the application of the rule against intercompany transactions 
to determine if the exceptions are consistent with the economic purposes of bank 
holding company regulation. Furthermore, the desirability of means other than 
bank holding company legislation for prohibiting intercompany transactions 
should be given full consideration. 

Federal reporting and examination requirements 

The fourth provision, the requirement that bank holding companies and all 
subsidiaries report to and be subject to examination by the Federal Government, 
is compatible with existing principles in bank supervision. There is little or no 
dissent with this provision. In fact, most bank holding companies which own a 
majority of voting stock in one or more member banks of the Federal Reserve 
System are now subject, along with all their affiliates, to Federal examination 
because of certain provisions in the Banking Act of 1933. 

Conclusion.—Here again additional evidence is needed, not on the principle 
of these requirements, but on the propriety of the proposed exclusions and 
exemptions from them. 


Changes in views of proponents of Federal regulation of bank holding companies 

A review of the hearings on bank holding company bills reveals that the posi- 
tions taken by various proponents have undergone important changes in recent 
years. The Comptroller of the Currency, who is responsible for the supervision 
of the national banks, and the Federal Deposit Insurance Corporation, which 
insures and has the power to examine most of the banks in the United States, 
formerly favored complete abolition of bank holding companies. The Board of 
Governors of the Federal Reserve System once advocated that no further expan- 
sion be permitted. In recent years, all the Federal banking agencies have advo- 
cated more moderate measures. Today all three would provide strong Federal 
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authority over acquisitions of controlling interests in banks by holding compz- 
nies. They would separate banking from nonbanking business; they would 
require Federal examination of all enterprises within a bank holding eompany 
group; and they would define the term “bank holding company” to include groups 
with a single bank under corporate ownership. 

The Independent Bankers Association of America, whose membership includes 
about one-third of the banks in the United States, has consistently stood for 
elimination of bank holding companies. In recent years, despite its desire for 
stronger measures, this association has recommended the passage of bank holding 
company legislation which would neither abolish holding companies nor entirely 
prohibit future expansion. The American Bankers Association, a number of 
State bankers associations, and the Association of Reserve City Bankers have 
favored somewhat more stringent regulation of bank holding companies than 
that recommended by the Federal supervisory agencies. Among all of the pro- 
ponent groups there are important differences of emphasis and some divergent 
views on the way in which Federal regulation of bank holding companies relates: 
to State rights and the dual system of banking in the United States. 

Proponents of holding company legislation have been in substantial agree- 
ment that banking should be separated from nonbanking enterprises. However, 
their views on the time to be allowed for divestment and the permissible exemp- 
tions have varied considerably. 


* * x ® * + * 


In summary, an analysis of the record of the hearings on the proposals to 
regulate bank holding companies fails to produce adequate economic evidence on 
two major points: the potential banking monopoly powers of holding companies, 
and the economic effect of divestiture, as discussed in detail in the following 
pages. Until such evidence has been prepared and introduced into the record, 
it does not appear to be possible to justify on economic grounds either the 
adoption or the rejection of any of the bank holding company bills which have 
been presented. 

DEFINITION OF BANK HOLDING COMPANIES 


The economic consequences of major bank holding company legisaltion de- 
pend to a large extent upon the way in which bank holding companies are defined. 

A holding company may be defined as any company that holds a substantial 
proportion of the stock of one or more other corporations. The use of the term 
“holding company,” however, usually refers to a “pure” holding company, which 
is a nonoperating company organized for the purpose of investing its capital 
in the stocks of other companies whose affairs it directs or administers. 

The term “bank holding company” might be applied to any holding company 
which controls or administers one or more banks. The only legal definition of a 
bank holding company is contained in the Banking Act of 1933, which uses the 
term “holding company affiliate.” This term is defined as “any corporation * * * 
which owns or controls, directly or indirectly, either a majority of the shares of 
eapital stock of a member bank or more than 50 percent of the number of 
shares voted for the election of directors at the preceding election, or controls in 
any manner the election of a majority of the directors of any one bank.” 


EVOLUTION OF BANK HOLDING COMPANY LEGISLATION 


Holding company banking can be said to have begun in the United States 
around 1900, but it did not achieve any importance until the late 1920’s. Nearly 
all the large bank holding companies in existence today were established be- 
tween 1927,and 1929. From 1930 to 1933 the Congress became concerned with the 
rising number of bank failures and held extensive hearings on banking and on 
bank holding companies. These hearings resulted in the Banking Act of 1933, 
one provision of which requires that any bank holding company which owns more 
than 50 percent of the voting stock of a member bank of the Federal Reserve 
System or more than half of the number of shares voted at the latest election of 
directors shall not vote its shares in an affiliated member bank without first 
obtaining a voting permit from the Federal Reserve Board. The Board is au- 
thorized at its discretion to grant or deny such a permit. As a condition of 
granting the permit, the act requires that the holding company agree to subject 
itself and all its affiliates to examination by the Board, to establish special capital 
reserves, to dispose of any interest in securities companies, and to declare divi- 
dends only out of actual net earnings. It is not mandatory, however, that a 
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holding company obtain a voting permit. If it chooses to withdraw all its 
banks from the Federal Reserve System or to remain in the System without a 
permit to vote its shares, the conditions imposed under the voting permit would 
not apply. There have been rare instances where control over member bank 
affiliates has been exercised through indirect means and where the stock was 
not voted. 

The fact that bank holding companies need not apply for voting permits unless 
they wish to vote their bank stock is one reason given by the Federal Reserve 
Board and others in requesting legislation which would be mandatory upon all 
bank holding companies. A number of bills for the regulation of bank holding 
companies were introduced in the Congress in the 1930’s. In 1938 President 
Roosevelt urged, in a special message to the Congress, that legislation be enacted 
to control bank holding companies, but no immediate action was taken by Con- 
gress. Additional bills were introduced in 1941 and 1945, but no hearings were 
held on any of these bills. In 1947 a holding company bill was introduced in the 
Senate upon which hearings were held. This bill was reported favorably, but 
with reservations on the part of some of the committee members, and no further 
action was taken. Since that time additional bills have been introduced. Some 
hearings were held before the Senate and House Committees on Banking and 
Currency in 1950, 1952, 1953, and 1954, but no bills were reported out. During 
February and March of 1955 the House Banking Committee held hearings on 
H. R. 6227 to provide for the regulation and control of bank holding companies. 
The bill was reported out favorably and passed by the House. In July 1955 the 
Senate Banking Committee held hearings on two Senate bills for the regulation 
of bank holding companies and on the bill which had been passed by the House. 
At the close of the hearings the committee met in executive session and agreed 
upon a compromise bill S. 2577, which the committee reported out favorably 
without additional hearings. This bill is expected to go before the Senate early 
in 1956. 

All the bank holding company proposals which have been advanced since 1933 
have had as their objects the regulation of holding company size and growth, the 
prohibition of certain intercompany transactions, the examination of holding 
company operations, and the divestment of their nonbanking assets. 

There have been important differences among the proposals in two respects. 
The earliest bills would have prohibited the bank holding companies from ac- 
quiring any additional banks, the establishment by holding company banks of 
additional branches, or the formation of new bank holding companies. The most 
extreme of these bills would have abolished bank holding companies by pro- 
hibiting any company from owning more than 10 percent of the voting stock 
of a bank. More recent proposals have substituted the regulation of bank hold- 
ing company growth for the abolition of holding companies. 

The second important difference among these bills has been in their definition 
of a holding company. The early bills, borrowing their definition from the 
Public Utility Holding Company Act of 1935, defined a holding company as one 
which owned 10 percent or more of the voting stock of a subsidiary. Later pro- 
posals defined a bank holding company as one which owned 15 percent of the 
stock of one or more banks, and, most recently, as a company which owns 25 
percent of the voting stock of each of two or more banks. Changes have also 
been made for the purpose of exempting charitable, religious, and labor organ- 
izations as well as certain other types'of bank owners. The bills generally have 
not applied to individuals, partnerships, families, and some other noncorporate 
groups that control one or more banks whether or not they also control non- 
banking enterprises. 

While recent bills contain markedly less severe restrictions on bank holding 
companies than earlier ones, there has been little change on the question of 
divestment—aside from the far-reaching exclusions of one-bank holding com- 
panies in several bills. Hach of the bills has contained a provision which would 
require only those bank holding companies, as defined, to divest themselves of 
their nonbank enterprises. Usually from 2 to 5 years have been prescribed in 
which to accomplish the separation. 

The hearings on bank holding company legislation have differed considerably 
from the kinds of hearings which are usually held before the committees of the 
Congress. The discussions have in large part concerned themselves with such 
technical problems as defining bank holding companies, providing for examination 
and supervision by Government agencies, resolving apparent conflicts between 
State and proposed Federal responsibility, and amending tax laws to provide for 
divestment. The testimony has come almost entirely from professional bankers 
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and from Goverment officials in the banking field, There has been little interest 
on the part of the public in the proposals and almost no testimony taken on the 
specific financial and economic effects upon shareholders, depositors, borrowers, 
or others who might be affected by the enactment of the legislation. 


MAJOR PROVISIONS IN BANK HOLDING COMPANY BILLS 


Although the testimony on bank holding company legislation has been volu- 
minous and has dealt with a variety of technical provisions in a number of bills, 
the proposals which are now under consideration by the Congress have only four 
major provisions. The stated purposes of the provisions are to: 

1. Control, in the banking field, potential monopoly powers of bank holding 
companies by regulating their growth. 

2. Separate banking from other businesses controlled by holding companies. 

3. Prevent improper financial transactions among affiliated corporations. 

4. Subject all bank holding companies and their affiliates to examination by 
the Federal Government. 

The economic aspects of these proposals are examined in detail in the follow- 
ing sections. 


PROVISION TO CONTROL POTENTIAL MONOPOLY IN BANKING BY HOLDING COMPANIES 


The argument put forth most strongly by the proponents of the legislation is 
that the holding company form of organization facilitates concentration of con- 
trol over banks and tends to lessen competition. This argument is foremost in 
the minds of the members of the Federal Reserve Board and of the Congress. The 
House report on H. R. 6227, the Senate report on 8S. 2577, and the testimony of 
the Federal Reserve Board cite the possibility of concentration of bank owner- 
ship in holding companies as the principal reason for the passage of holding 
company legislation. 

The House report alleges that holding companies “thwart the national bank- 
ing policy” of “fostering the growth of independent unit banks.” In support 
of its bill, the Senate report states that “adequate safeguards should be provided 
against undue concentration of banking activities.” In his testimony in 1953, 
Governor Robertson of the Federal Reserve Board stated that “[there are] 
only 2 important gaps in the holding company legislation today,” and that of the 
2, the greater was “the possibility of unlimited expansion” by bank holding 
companies. 

Before any attempt is made to examine the argument that bank holding 
companies tend to lessen competition and concentrate control in banking, it 
would perhaps be appropriate to indicate some of the economic circumstances 
which have accounted for the establishment and growth of holding company 
banking. The growth of bank holding companies is due in large measure to 
economic conditions which have been peculiar to banking. One of the most 
important of these is the fact that from the 1920’s until recently the earnings 
of a majority of banks in the United States have been low in relation to their 
book values. Because of these low earnings bank stocks have sold at discounts 
from their book values, and it has been difficult to attract new capital into 
banking without diluting the book value of existing shares. During the same 
period, population growth and rising business and personal incomes have 
resulted in an increasing demand for bank services. 

One of the major problems in banking has been to satisfy the growing demand 
for bank services in the fact of the lack of outside capital. Since banking 
is an industry in which there are economies of scale, one solution has been 
to increase the size and efficiency of the banking unit. Because large banks 
can employ standard administrative, accounting, and auditing procedures, at- 
tract more capable management and install expensive data processing equipment, 
they reduce costs and provide more efficient service. 

One of the ways in which the banks have taken advantage of the economies 
of scale has been through a number of mergers of existing banks. Another 
way in which the growing demand for bank services can be met is through the 
use of the bank holding company, which can either attract capital at a lower 
cost than an individual bank or exchange its shares for the shares of existing 
banks without resorting to outside capital. 

The argument that the unlimited acquisition of banks by holding companies 
might lead to the holding companies’ occupying a monopolistic position in the 
banking system is one on which a great. deal of evidence would be required 
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before any judgment could be made on its merits. Although the hearings have 
produced voluminous testimony and evidence, little of this has been directed 
toward defining or describing the nature of competition or monopoly in banking 
or toward describing the competitive role of bank holding companies. If, as the 
Senate and House reports state, the primary purpose of bank holding company 
legislation is to prevent monopoly and to preserve competition in banking, 
much more of this type of evidence would be required before either the need 
for legislation or the suitability of the present proposals can be established. 

To prove or disprove the existence of a tendency toward monopoly, the same 
type of evidence would be required for bank holding companies in general as 
would be required for a specific bank holding company. Some of the points on 
which evidence is usually required are: 

1. The definition of the markets for each of the various types of banking 
services and the share of each of these markets accounted for by holding com- 
pany banks. These markets should be defined geographically and by type of 
service such as consumer loans, business loans, mortgage loans, safe deposit, 
trust, checking account, savings account, and other services. 

2. The existence or nonexistence of freedom of choice on the part of consumers 
with respect to each of these types of service rendered by banks and other 
lending and financial institutions. 

3. The relationship between size and efficiency in the industry. 

4. The reasonableness of profits of holding company banks when compared 
with appropriate sizes and types of banks or systems of banks which are not 
under holding company control, 

5. The ease with which a potential competitor can enter markets for each of 
the various types of banking service. 

6. The comparative prices and costs of services rendered by holding banks 
and comparable banks under other types of organization. 

7. The extent to which prices vary with changes in cost. 

8. The existence or nonexistence of predatory practices among holding com- 
pany banks. 

9. The merger or consolidation trend in the industry. A comparison of the 
merger rate within the holding company group with that for nonholding company 
banks and the result of mergers upon the competitive position of bank holding 
companies. 

10, The flexibility with which the holding company banks respond to changing 
markets. 

Until adequate evidence has been introduced on these points, it is not possible 
to arrive at any economically defensible decision with respect either to the 
competitive role of holding companies or the need for legislation designed to 
control their growth. 

A related consequence of the proposed legislation which also has not been 
adequately explored is its effect upon competition in States or regions in which 
holding company banks have a significant share of the market for banking serv- 
ices. One of the consequences of the proposed legislation might be to strengthen 
the position of these holding companies by restricting the establishment of new 
holding companies or the expansion of their small competitors. Some attention 
should be given to these possible competitive implications of the proposals. 

It should be noted that the Sherman Antitrust Act of 1890 and the Clayton 
Act of 1914 both apply to banking business. Under these acts, a monopoly 
in restraint of trade or a tendency toward monopoly are illegal. The Sherman 
Act comes under judicial authority of the Department of Justice of the United 
States, while the Clayton Act as it applies to bank holding companies comes 
under the authority of the Federal Reserve Board, as established in the case 
which the Board brought against Transamerica Corp. in 1948. The final outcome 
of this case was in favor of the defendant, as discussed in a later section. The 
present antitrust laws should not be underrated as safeguards, subject to proper 
judicial review, against potential growth of bank holding companies to monepolis- 
tic proportions. 


PROVISION TO DIVEST BANK HOLDING COMPANIES OF THEIR NONBANKING ENTERPRISES 


Every proposal for the regulation of bank holding companies has contained 
a provision which would divest them of their nonbanking enterprises. This 
provision is intended to prevent self-dealing, which is either the practice of mak- 
ing unsound financial transactions among the holding company, the subsidiary 
banks, and the affiliated corporations or the practice of making “tie-in” sales 
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such as forcing the bank’s customers to use the services or products of the non- 
bank affiliates as a condition of doing business with the bank. 

There has been little evidence presented in the hearings of bank holding com- 
panies engaging in unsound financial transactions among affiliates in recent 
years. The current proposals for the regulation of bank holding companies con- 
tain provisions which explicitly prohibit certain financial transactions among 
bank holding company affiliates. In view of this and also because of the exist- 
ing regulations covering interaffiliate dealings, it must be assumed that divesti- 
ture is aimed primarily at preventing the second potential form of abuse, namely, 
coercion by the holding company by forcing customers of one subsidiary to pa- 
tronize another in the group. 

No evidence has been presented in the hearings to indicate that such coercion 
has occurred or that it might occur. Likewise, there is no evidence to indicate 
whether under present competitive conditions it would, in fact, be possible. 
Should evidence be developed to indicate that the possibility of self-dealing 
by bank holding companies exists, the question arises whether divestiture is 
the most appropriate and effective remedy. Before any economically defiensi- 
ble judgment can be made on this question, it is necessary to examine 3 points: 
(1) the merits of the argument that banks and nonbanking enterprises should 
not exist under the same control, and if not, (2) the definition of a bank 
holding company as it relates to the objectives of the bill, and (3) the con- 
sequences of divestment. 

Whether or not bank holding companies with diversified interests can legal- 
ly engage in improper practices, measures as severe as divestment solely for 
correcting real or potential abuses should not be employed if there are simpler, 
more equitable, and more effective means available. Furthermore, self-dealing 
is not the sole and perhaps not the primary consideration in divestiture. It 
is important to consider the positive contributions of holding companies to 
banking which derive from diversified interests. More evidence is desirable 
on the ability and performance of holding companies in meeting capital needs 
of affiliated banks and in taking over slow assets to prevent loss to depositors 
and working out difficult loans through the existing staff of experienced busi- 
ness managers within the holding company group. 

If it is the purpose of the legislation to separate the control over banks 
from the control over other enterprises, any definition of a holding company 
which excludes certain owners of both banks and nonbanking enterprises 
would be inconsistent with the object of the proposals. The Federal Reserve 
has testified in connection with this point that “* * * this bill would not be 
adequate to effectuate 1 of the 2 main objectives of the legislation. It would 
not apply to a company which controls only one bank and would not, there- 
fore, require such a company to divest itself of its nonbanking interests. Yet, 
it seems clear that the potential abuses resulting from combination under single 
control of both banking and nonbanking interests could easily exist in a case 
in which only one bank is involved. In fact, if the one controlled bank were a 
large bank, the holding company’s interest in extensive nonbanking businesses 
might very well lead to abuses even more serious than if the company controlled 
two or more very small banks. For these reasons the Board would continue 
to urge that, whatever the percentage test may be, the definition should be re- 
lated to the control of a single bank.” 

Other supervisory authorities with experience in this matter are in accord 
with the foregoing statement. 

If there is any merit to the argument that banks and nonbanking enterprises 
should not exist under the same control, the following evidence bearing upon 
the exemption of companies which control both types of enterprise would be 
required before any decision could be made on the adequacy or effectiveness of 
the proposed legislation : 

1. The names of all corporations or other organizations which own or control 
one or more banks and a nonbanking enterprise, the name of their banks, and the 
extent of their nonbanking businesses. The only known compilation of all such 
groups is in possession of the Federal Reserve Board, which has not released it 
for analysis because it is based on confidential examination reports. 

2. Evidence relating to the exemption of holding companies which own a single 
bank and a nonbanking enterprise. 

8. Evidence with respect to the exemption of labor unions and educational and 
religious organizations which own banks. 

4. Testimony from the Securities and Exchange Commission on the exemption 
of companies registered under the Investment Company Act prior to the May 15, 
1955, deadline specified in the lafest bank holding company bill. 
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The remaining point, the consequences of the divestiture of nonbank enter- 
prises, has been given relatively little consideration. There has been a great deal 
of testimony on the fiduciary nature of banks and nonbank enterprises such as 
insurance companies owned by holding companies. In the hearings, however, no 
evidence has been taken on the econoniic effects of divestiture on the bank deposi- 
tors, the insurance policyholders, and others with whom the holding companies 
have indirect fiduciary relationships and who would be affected by divestiture. 
On certain aspects of this problem, opinions of experts have been contradictory. 

Since there appears to be some question whether divestiture is an appropriate 
method of preventing the potential evils to which the regulatory agencies allude, 
it is necessary to examine the consequences of divestiture before adopting that 
course. Expert testimony would be required on at least the following points: 

1. The effects of divestment on those with whom the bank holding company 
‘banks and nonbank enterprises have a fiduciary relationship—for example, 
depositors and policyholders. 

2. The effects of divestment upon competition in the nonbank industry. There 
are cases in which the nonbank enterprises owned by bank holding companies are 
sizable in their own industries. The sale of these enterprises to even larger 
corporations might be contrary to the public interest, while the inability to sell 
them might seriously impair their value. 

3. The effects of divestment upon the stockholders of the holding companies 
and of their bank and nonbank affiliates. 

4. Factors to be considered in the selection of the time period within which the 
bank holding companies would be forced to dispose of their nonbank assets. 

5. The complex tax effects of divestiture by various procedures, and means of 
appropriate relief from resulting tax burdens which may fall on individuals or 
enterprises in an unfair manner. 


REPORTING AND EXAMINATION PROVISIONS 


A bank holding company receiving from the Federal Reserve Board a voting 
permit for even one of its banks must make itself and all its affiliated bank and 
nonbank enterprises subject to examination by the Board. Whether or not a 
holding company obtains a permit to vote its shares, its subsidiary banks are still 
subject to examination by the Federal Reserve Board, the Federal Deposit Insur- 
ance Corporation, the Comptroller of the Currency, or the State banking agencies, 
depending upon whether they are member or nonmember, insured or uninsured, 
national or State banks. 

The nonbank affiliates of bank holding companies are subject to examination 
under the laws of some States. The current proposals for the regulation of bank 
holding companies would require that all of these companies as they are de- 
fined in the proposals and all of their permitted affiliated enterprises be subject 
to examination by the Federal Reserve Board. 

Since the definition of a bank holding company and the specific exemptions in 
the current proposals would exclude a number of organizations which own both 
bank and nonbank enterprises, the proposed definition and exemptions ought to be 
reexamined to determine whether the examination requirement is sufficiently 
broad to include all cases in which abuses might occur. 


ATTITUDES OF PROPONENTS ON MAJOR ISSUES 


In the late 1930's and early 1940’s, the three agencies of the Federal Government 
concerned with bank supervision advocated either abolition of bank holding com- 
panies or freezing of their status. They have recently taken more moderate posi- 
tions. The Board of Governors of the Federal Reserve System, as a body, has 
never favored elimination of bank holding companies, and in recent years it 
has not opposed their limited expansion. However, it has strongly urged (1) 
centralized Federal authority over acquisitions of controlling interests in banks 
by holding companies; (2) separation of banking from nonbanking business; 
and (3) adequate reporting and examination requirements covering all bank hold- 
ing companies and all their affiliates. The Board, while recognizing the inter- 
state nature of some banking operations, has always advocated legal limits against 
expansion which tended toward what it regards as either an unsound geographical 
structure or undue economic power in banking. Generally speaking, the Board 
in recent hearings has favored minimum legislation and strictly limited discre- 
tionary Federal powers to accomplish what it regards as a reasonable restraint on 
growth of bank holding companies and to prevent unsound practices among 
affiliates and between affiliates and bank holding companies. 
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The Federal Reserve Board’s concern about tendencies toward monopoly in 
banking was expressed in its action against Transamerica Corp. in proceedings 
under the Clayton Act lasting from 1948 to 1952. The Board ruled against 
Transamerica but was reversed in the circuit court. The appeal by the Board 
to the Supreme Coutrt of the United Statés was denied. The case of the Board 
in large part was directed to the Bank of America, over which Transamerica has 
not had voting control for many years and in which it has ha@ no ownership 
since 1952. 

The latest position on holding-company legislation which has been registered 
by the Comptroller of the Currency in his capacity as supervisor of national banks 
closely parallels that of the Federal Reserve Board in major respects. However, 
the Comptroller recently seems somewhat more concerned than the Board that 
statutory geographical limitations on bank holding companies might be inimical 
to banking service and stability. The Comptroller would put specified limits on 
the authority of the Board over geographical expansion, and in other ways would 
narrow the discretionary powers of the Board. 

The current attitude of the Federal Deposit Insurance Corporation, which has 
the power to examine all national banks and all State banks whose deposits are in- 
sured, is similar in major respects to that of the Board and the Comptroller. The 
Corporation lays somewhat more stress upon prohibitions against interaffiliate 
transactions than do the other two Federal banking agencies. Within the past 
10 years, the Corporation has modified its former demands that bank holding 
companies be abolished, and it now advocates regulation by the Federal Reserve 
Board of future bank acquisitions by holding companies. 

The Independent Bankers Association of America, with a membership of about 
5,000 of the approximately 15,000 banks in the United States, has concentrated 
its major efforts on combating multiple banking. In principle it has declared 
itself against statewide branch banking and against holding company banking. 
For many years it openly urged abolition of bank holding companies. More re- 
cently it has given its approval to bank holding company bills which propose 
regulation of holding company growth and which require divestment of non- 
banking business. However, it does not object to the exclusion of one-bank 
companies and chain banking from the definition of a bank holding company. 
A number of independent bankers have expressed views which are contrary to 
those expressed by the Independent Bankers Association and by other bankers 
associations, 

The American Bankers Association, in which most banks have membership, 
a number of State bankers associations, and the Association of Reserve City 
Bankers have generally favored restraint on holding company growth as well 
as separation from bank holding companies of nonbanking business. The prin- 
cipal disagreements within these groups have centered around the degree of 
discretion that should be allowed the Federal Government in permitting creation 
or expansion of bank holding companies and in granting exemptions from regu- 
lation. A related source of disagreement has been over possible conflicts con- 
cerned with the dual banking system. The American Bankers Association and 
some State associations would prohibit banks controlled by holding companies 
from operating in States which do not permit branch banking. The Association 
of Reserve City Bankers believes such a restriction to be not only a violation of 
state rights, but also a means whereby State authority could dictate to the 
Federal banking agencies. This association believes that the Federal agencies 
might desire that a National bank or State member of the Federal Reserve System 
be purchased by a holding company, as has been done on many oceasions during 
the past periods of difficulty in banking and that no State authority should 
interfere with such action. 

CONCLUSION 


The record of the hearings on bank holding company legislation lacks adequate 
evidence on three major points: the potential monopoly powers of bank holding 
companies, the economic and financial consequences of divestiture, and the 
economic justification of the proposed definition of a bank holding company. 

After important differences and changing views over the years, the bank 
supervisory agencies of the Federal Government have now come to a substantial 
unity of judgment. They believe that Federal control of bank holding companies, 
not their elimination, is desirable. They continue to favor separation of banking 
from nonbanking enterprises. 

Some of the kinds of evidence which would be required to come to an economi- 
eally defensible decision with respect to the major provisions of proposed bank 
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holding company legislation have been enumerated in this memorandum. Until 
such evidence has been prepared and inserted in the record, it is not possible to 
justify on economic grounds any decision with respect to the proposals. 


SENATE Bix No. 30, Lecistature, Stare or Groraia, By SENATOR LAMBERT, 
OF THE 28TH 


A bill to be entitled “An Act to provide for the prohibition of the owning, con- 
trolling or holding by certain companies of more than 15 percent of voting stock 
of banks as defined therein and of bank holding companies as defined therein; 
to define company as included in said prohibition to include any bank, corpo- 
ration, partnership, joint stock company, business trust, voting trust, associa- 
tion or similarly organized group of persons and the shareholders and those 
persons who otherwise own the company or are officers thereof; to provide that 
stock held by the immediate family of a shareholder, owner or officer of a com- 
pany as defined in the Act shall be construed to be owned, controlled or held by the 
company ; to provide for restriction of certain foreign companies in voting stock 
or said bank or holding company; and to provide for certain exceptions to said 
prohibition and restriction and for other purposes.” 

Be it enacted by the General Assembly of Georgia as follows: 

Section 1. The maintenance of competitive services between banks has been 
found to be the best method of serving the public. There are dangers in the 
concentration of economic power through centralized control of banks. It is, 
therefore, held to be in the public interest to curtail such concentration of eco- 
nomic power by preventing the expansion of bank holding companies and similar 
organizations. 

Sec. 2. Unless the context requires otherwise: (a) “Bank” means any national 
bank or State bank, banking association, savings bank or trust company, whether 
organized under the laws of Georgia, the laws of another State, or the laws of 
the United States, doing business in the State of Georgia. 

(b) “Company” means any bank, corporation, partnership, joint stock com- 
pany, business trust, voting trust, association or similarly organized group of 
persons, whether incorporated or not, and includes the shareholders and those 
persons who otherwise own the company and including any foreign corporation 
or other organization or association doing business in Georgia, but shall not 
include any corporation or community chest, fund or foundation, organized and 
operated exclusively for religious, charitable, scientific, literary or educational 
purposes, no part of the net earnings of which inures to the benefit of any private 
shareholder or individual, and no substantial part of the activities of which is 
carrying on propaganda, or otherwise attempting to influence legislation. 

(c) “Bank holding company” means any company incorporated or organized 
under the laws of the State of Georgia or doing business in Georgia, which 
directly or indirectly owns, controls or holds, with power to vote, 15 percent or 
more of the voting stock of each of 2 or more banks. 

(d) A company will be construed to own, control or hold, with power to vote, 
stock indirectly whenever any officer or shareholder of such company or any 
natural person included within the definition of “company” in section (b) of 
this Act or any member of the immediate family of such officer or shareholder 
or of such natural person, shall own, control or hold, with power to vote, such 
stock. Immediate family includes a spouse, children, mother, father, brother, 
and sister. 

Serco. 3. It shall be unlawful for any company directly or indirectly to own, con- 
trol, vote, or hold, with power to vote the same, 15 percent or more of the voting 
stock of each of 2 or more banks, except that it shall not be unlawful for a com- 
pany to continue to own, control, vote, or hold, with power to vote, such voting 
stock as it owns, controls, or holds on the effective date of this act. Also, in 
municipalities now having branches of a bank with a holding-company relation, 
such bank may make branches of existing holding-company banks; and in the 
future in cities of over 80,000 population, according to the 1950 or subsequent 
census, now having branches of a bank, present branches will have the same 
privilege of additional branches as permitted to other banks. 

Sec. 4. It shall be unlawful for any company directly or indirectly to own, con- 
trol, vote, or hold, with power to vote the same, 15 percent or more of the voting 
stock of a bank holding company, except that it shall not be unlawful for a com- 
pany to continue to own, control, vote, or hold, with power to vote, that stock of 
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a bank holding company which it owns, controls, or holds on the effective date 
of this act. 

Sec. 5. It shall be unlawful for any company hereafter to acquire, with power 
to vote the same, 15 percent or more of the voting stock of each of 2 or more 
banks, except that it shall not be unlawful for any company to acquire, with 
power to vote the same, any stock in banks, a majority of whose voting stock 
such company owns, holds, or controls on the effective date of this act. 

Sec. 6. It shall be unlawful for any company to acquire, with power to vote the 
same, 15 percent or more of the voting stock of a bank holding company. 

Sec. 7. It shall be unlawful for any foreign company owning, controlling, or 
holding, with power to vote the same, 15 percent or more of the voting stock of 
each of 2 or more banks, to vote more than 15 percent of the stock of more than. 
1 such bank in any 1 year, except that it shall not be unlawful for a company to 
vote that voting stock which it owns, controls, or holds on the effective date of 
this act. 

Sec. 8. This act shall not apply to the holding by a company in respect of its 
owning, controlling, or holding, with power to vote, stock in a bank or banks or 
bank holding company or companies in a fiduciary capacity, unless such stock is 
held for the benefit of another company or for the benefit of a majority of the 
stockholders of such bank. 

Sec. 9. Any company which violates any provision of this act shall, upon con- 
viction, be fined not less than $500 nor more than $1,500. Each day on which 
such violation occurs will constitute a separate offense. 

Sec. 10. If any provision of this act or the application of any such provision 
to any person or circumstance shall be held invalid, the remainder of the act, 
and the application of such provision to persons or circumstances other than 
those to which it is held invalid, shall not be affected thereby. 

Sec. 11. All laws and parts of law in conflict with this act hereby are repealed. 


Senator Ropertson, The acting chairman was in error in saying 
that the next meeting would be next Friday. The clerk informs me 
that Chairman Fulbright says he does not know whether it will be 
Wednesday, Thursday, or Friday. 

So we stand in recess subject to the call of the chairman. 

Senator Morse. May I say, Mr. Chairman, that although I may not 
agree with Mr. Belgrano and every proposal he has made and ever 
recommendation he has made, I want to say for the record that I think 
he has been a great witness, a very competent witness, and has been 
very helpful to me, at least, as a member of this committee, im reaching 
a decision, 

Senator Rosertson. Well, he could not help but be, because he is 
one of the outstanding businessmen of America. 

Mr. Bererano. Thank you very much, sir. 

(Whereupon, at 1:03 p. m., the committee recessed, subject to the 
call of the chairman.) 
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